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Citpotdlion, 


WHO ALMOST SLEPT TOO LONG 


T. M. Stanton* was having a nightmare. For months 
he’d been preoccupied with the production problems 
of Empire Gadgets, Inc. So preoccupied, he’d even 
half-admitted to himself that he was devoting far 
less thought to national problems than a leading citi- 
zen should. But the urgency of his immediate inter- 
ests kept shoving these concerns into his subconscious 
mind. Now they were torturing his sleep. 

“T, M., old boy,” one spectre was saying, “how 
would you like a nice black depression to come along 
and swallow up your whole company?” And a green- 
eyed ogre leered, “While you’re neglecting your 
free-enterprise system, we’re moving in with another 
system !”’ 

Stanton’s body lurched. “No!” he thundered. 
Awakened, he scratched his head, murmuring, “‘Gad, 
what a dream! H-m-m—wonder what sort of contri- 
bution I ought to be making.. .” 


Here’s Something, Mr. President, 
You Ought to Do Right Away! 


Check up on the status of the Payroll Savings Plan 
in your company. By making U. S. Savings Bonds 
easily available to your employees “on the install- 
ment plan,” it benefits not only the employees but 
your business and the nation as well! Here’s how: 

(1) The Payroll Savings Plan builds financial se- 
curity for each participant. The Bonds pay $4 at 
maturity for every $3 invested. 


*T his one is fictitious—but it might be any corporation president. 





(2) The experience of 19,000 companies operating 
the Payroll Savings Plan shows that it makes em- 
ployees more contented in their jobs—cuts down 
absenteeism—even reduces accidents! 

(3) The Plan helps to spread the national debt 
and thus helps secure your business future. How this 
works is clearly and briefly described in the free 
brochure shown below. 


Why Executive Backing Is Vital 


Employees still want the benefits of the Payroll 
Savings Plan. In fact, they need the P. S. P., because 
banks don’t sell Bonds on a partial-payment plan— 
which is the way most workers prefer to buy them. 
But war-time emotional appeals are gone. Human 
nature being what it is, the success of the Plan in 
your company is liable to dwindle unless a respon- 
sible executive keeps promoting it. 

So—today—check up on the status of the Payroll 
Savings Plan in your company. Act on your respon- 
sibility to see that it is vigorously maintained. 

The State Director will gladly help. 


Be sure to read this! ‘‘The National Debt and 
You,” a 12-page brochure, brings you the views 
of W. Randolph Burgess, Vice Chairman of the 
Board of The National City Bank of New York 
—and of Clarence Francis, Chairman of the 
Board, General Foods Corporation. Request your 
copy from the Treasury Department’s State Di- 
rector, Savings Bonds Division. 








The Treasury Department acknowledges with appreciation the publication of tlis message by 
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This is an official U. S. Treasury advertisement prepared under the auspices of the Treasury Department and The Advertising Council. 
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GU POND E. 1. bU PonT DE NEMOURS 
& COMPANY 


WILMINGTON, DELAWARE: August 16, 1948 


The Board of Directors has declared this day 
regular quarterly dividends of $1.12% a share 
on the outstanding Preferred Stock—$4.50 Series 
and 874¢ a share on the outstanding Preferred 
Stock—$3.50 Series, both payable October 25, 
1948, to stockholders of record at the close of 
business on October 8, 1948; also $2.00 a share, 
as the third interim dividend for 1948, on the 
outstanding Common Stock, payable September 
14, 1948, to stockholders of record at the close 
of business on August 23, 1948. 

L. puP. COPELAND, Secretary 














UNITED FRUIT COMPANY 


DIVIDEND NO. 197 

A dividend of fifty cents per 
share and an extra dividend of 
one dollar per share on the 
capital stock of this Company 
have been declared payable 
Oct. 15, 1948 to stockholders of 
record September 9, 1948. 

EMERY N. LEONARD 


Treasurer 











Atlas Corporation 


Dividend on Common Stock 


NoTICE IS HEREBY GIVEN that a 
regular quarterly dividend of 40¢ per 
share has been declared on the Com- 
mon Stock of Atlas Corporation, pay- 
able September 20, 1948, to holders 
of such stock of record at the close 
of business August 27, 1948. 


WALTER A. Peterson, Treasurer 
August 10, 1948. 























Allegheny Ludium Steel Corporation 
Pittsburgh, Penna. 
At a meeting of the Board of Directors of 
the Allegheny Ludlum Steel Corporation 
held today, August 12, a divi- 
dend of forty cents (40c) per 
share was declared on the 
Common Stock of the Corpo- 
ration, payable September 30, 
1948 to stockholders of rec- 
ord at the close of business 
September 1, 1948. 
The Board also declared a dividend of one 
dollar twelve and one-half cents ($1.1214) 
per share on the $4.50 Cumulative Pre- 
ferred Stock of the Corporation, payable 
September 15, 1948 to stockholders of rec- 
ord at the close of business on September 
1, 1948. 
S. A. McCASKEY, Jr. 
Secretary 








UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A quarterly dividend of 50 cents per share has 
been declared on the Common Stock of said 
Company, payable September 10, 1948 to stock- 
holders of record at 3 o’clock P.M. on August 
26, 1948. 


C. H. McHenry, Secretary 
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NEW MARKETS FOR THE TIRE INDUSTRY 
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Photo by Goodyear 


This huge tire, the largest ever manufactured and turned out by Goodyear for the Army Air Corps’ 
six-engined super-bomber, is symbolic of the progress and efficiency of the tire and rubber industry. 
The article on page 546 describes how mounting product diversification, together with an abundant 
supply of excellent synthetic rubber is enhancing the industry's potentials and leading to greater 


stability of operations. 


514 THE MAGAZINE OF WALL STREET 





ET 


THE 


C. G. Wycxorr, Editor-Publisher 


E. A. Krauss, Managing Editor 


MAGAZINE OF WALL STREET 


ArTHUuR G. GAINES, Associate Editor 


1907 - Over Forty Years of Service - 1948 
| 


Foreign Affairs //’ . * Politics > 


ae 
a | 





* 


as 


~~ Industry 
~ Business 


The Trend of Events 


GREED AND EXPEDIENCY... Agriculture Department 
officials recently estimated that it will cost the Gov- 
ernment (read taxpayers) over $100 million this year 
to keep up the prices of potatoes and eggs. This at a 
time when low-income earners find it difficult to af: 
ford either because the retail price is well nigh be- 
yond their reach. 

How much more the Government will have to spend 
this year for price supports of other crops depends 
on how far cotton and grain prices will be forced 
down by expected bumper harvests. In the event of 
material price declines (some grain futures have al- 
ready sold below official support levels), the Govern- 
ment will be forced to enter the grain and cotton 
buying business in a big way, costing the taxpayers 
hundreds of millions of dollars. All to keep farm 
prices at artificial high levels, at a time when crops 
are bountiful, when food prices are already uncon- 
scionably high, when the average consumer—tax- 
payer finds it difficult to make ends meet, when lower 
food costs are urgently called for. Yet the Govern- 
ment, under price support programs that had their 
beginning way back in the 1930s, is doing its level 
best to keep farm prices and food costs way up. 

While conducting what may well be called a “phony 
war” against inflation, the Government is shoring 
up markets for foodstuffs and thereby helps inflate 
the whole price structure. It robs the non-farm popu- 
lation of the benefits of ample harvests. By contribut- 
ing to the rise in the cost of living, it has assisted 
industrial workers to obtain round after round of 
wage increases, which in turn have produced higher 
prices for what the Agriculture Adjustment Act calls 
“the things the farmer buys.” It thereby has raised 
the “parity figures” on which farm price support is 
based. While thundering against inflation and con- 





gressional unwillingness to adopt a far-reaching anti- 
inflation program, it has created a vicious circle that 
has done more to spur inflation than probably any 
other single factor. True enough, it has done so with 
bypartisan support. Political expediency and greed 
have proved stronger than considerations of national 
welfare. Recent congressional extension of wartime 
price support levels at 90% of parity through 1949 
crops speaks its own eloquent language. 

This publication has frequently, and once again 
only recently, come out in favor of a thorough over- 
hauling of the Government’s farm price policy and 
practice. A drastic reform and revision of its basic 
principles is long overdue; the intended reduction of 
support levels beyond 1949 goes hardly far enough. 

The fact is that our farm price policy asserts ex- 
traordinary principles. One is that keeping up the 
price of food (against the consumer) is a proper 
function of the Government. Another that the Gov- 
ernment, in order to keep up the price of food, may 
buy up immense quantities and sell them at a loss, 
at the expense of the taxpayer-consumer who is thus 
doubly hit. A third one: That after having bought 
up the food for the purpose of keeping up the price, 
the Government may even destroy it. 

While originally formulated as price support for 
the seller, to guarantee farmer purchasing power, in 
other words price support in favor of one class, our 
farm policy clearly has become identical with price 
support against a much larger class, the consumer. 
Certainly under existing conditions, farm price sup- 
port works tremendous harms and holds great future 
dangers; it may be called an acute national peril since 
it constitutes the most inflationary factor in the na- 
tional economy, the most dynamic cause of the high 
cost of living. Something should be done about it— 
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and promptly. There is certainly no need of continu- 
ing support levels at 90% of parity. Such subsidiza- 
tion is not only unnecessary under today‘s conditions 
but openly in conflict with the original basic premise 
of farm support policy. 


WORLD PRODUCTION AND TRADE... . According to a 
recent report of the United N ations, trading between 
countries began to slump in 1948 despite increasing 
industrial production; while the world was turning 
out 35% more goods than in the base year 1938, 
trade fell 7% below the 1938 level in the first quarter 
of this year. By the end of 1947, world trade had 
equalled the 1938 level. 

To many it may have come as a surprise that world 
production is 35% higher than in prewar 1938, a 
fact that sems difficult to reconcile with the realities 
of the world economic situation, the known shortages 
and troubles characteristic of the postwar world and 
particularly of Europe and Asia. Yet there is nothing 
incongruous about it. Production in many countries 
today must be measured against the background of 
enormous wartime destruction, and the wartime hia- 
tus in normal output of consumer and capital goods. 
In other words, many countries are producing in 
large part what was destroyed or not made during 
the war. This being so, continued shortages can easily 
be reconciled with the reported increase in world 
production. 

As to world trade, it has for some time been obvi- 
ous that it has not kept pace with production. One 
reason is the serious disruption that has occurred in 
world economic inter-relationships; others are ab- 
normal domestic needs of individual countries and 
currency difficulties. The international division of 
labor as it existed before the war no longer exists 
and for exchange reasons alone, many countries have 
been forced to resort to autarchic measures in greater 
or lesser degree. They have been endeavoring to be- 
come more independent economically, and high tariff 
barriers have further restricted the exchange of 
goods. War-born shortages, moreover, in some in- 
stances have greatly restricted the supply of goods 
available for exports. Thus many countries, while 
producing more, have been exporting less; and even 
with the stimulus of American aid, world commerce 
has been relatively stagnant. Foreign countries, while 
importing more from the United States, have been 
importing less from each other. ECA is now en- 
deavoring to remedy the situation by spurring intra- 
European trade. 

A healthy world economy requires both active and 
balanced international trade, and the extent of the 
past and present unbalance has been amply illus- 
trated by our own foreign trade returns, by the enor- 
mous “gap” between our postwar exports and im- 
ports. Fortunately that “gap” now appears to be nar- 
rowing; it dropped from $554 million in May to $398 
million in June, reflecting a $29 million drop in ex- 
ports and a $66.3 million rise in imports. In June 
last year, the “gap” was $772 million and its all-time 
high, in May 1944, amounted to $1,067 million. 

There is no telling, of course, whether exports will 
hold at recent levels are whether our imports will 
continue to hold at, or gain over, the June figure. 
Activation of ERP presumably may restimulate ship- 
ments abroad at least to some extent. On the other 


hand, shipments to the U. S. no doubt will be pushed 
to the utmost by foreign countries to obtain dollars 
and take advantage of the world’s highest priced mar- 
ket. The narrowing of our foreign trade “gap” is not 
only desirable but appears inevitable. It is desirable 
because balanced trade will go far towards aiding and 
stabilizing world economic relationships; it is inevit- 
able because we cannot go on forever subsidizing ex- 
ports or giving our goods away, and because mount- 
ing world recovery is bound to stimulate the flow of 
goods to our shores. 

The best way to close the “gap”’ is of course to raise 
imports, not to lower our exports and this is a long 
range problem. But it is none too soon to work in this 
direction. 


BUDGET JITTERS . .. The President’s mid-year budget 
review, forecasting a deficit of $114 billion for the 
current fiscal year, may well be discounted as a 
primarily political statement in a campaign year. 
Republican leaders have been quick to point out that 
his new estimate of this year’s revenue at only $40.68 
billion, against the January appraisal of $44.40 bil- 
lion, constitutes a flagrant underestimate made for 
political purposes, and existing evidence points rather 
strongly in this direction. 

It looks as if the Administration is still trying to 
prove that the Republican Congress was wrong in 
cutting taxes this year. That, apparently, is why the 
President’s mid-year review endeavors to build up 
the impression that the country is once again faced 
with the threat of deficit financing and its inflation- 
ary implications. 

As far as the budget outlook is concerned, it is 
hardly as poor as the Chief Executive claims; on the 
other hand it may not be quite as good as some of his 
political critics assert. As a matter of record, the 
President has consistently underestimated Treasury 
receipts, and he seems to be doing it again. But cer- 
tainly there is a strong odor of politics in the forecast 
of a deficit, to be blamed on the reduction of taxes 
and without mention of the $7 billion earmarked for 
“international relief.” 

As to actual figures, the deficit forecast moreover 
is based on some extraordinary interpretation of bud- 
get items. Thus while the President contends that 
there will be an operating deficit of $114 % billion, he 
admits that this will be turned into a surplus of an 
equal amount if allowance is made for the fact that 
ECA required the transfer of $3 billion from the 1948 
surplus for part of the 1949 expenditures under the 
Act. The President calls this a paper surplus, which 
it is not. Since these $3 billion, paid into a special 
fund and carried as 1948 expenditures, are now again 
included in international expenditures, they must be 
carried as receipts unless there will be deliberate 
overstatement of estimated expenditures by just that 
amount. And this is exactly what the President is 
attempting to do. 

But the real quarrel with the mid-year estimate 
lies in the obvious underestimation of tax receipts by 
several billions, and in failure to mention that the 
Treasury believes that cash balance can be reduced 
by another $1.4 billion for the purpose of debt retire- 
ment. Thus the statement that there can be no further 
debt reduction must be taken with a considerable 
grain of salt. 
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By ROBERT GUISE 


“‘BLUFFING—ON ONE CARD” 


O bservers of the grim struggle between East 
and West must frequently have been wondering 
about the nature and strength of the forces and 
resources that in the past seemed to have so strongly 
bolstered the Soviet leaders in their cool effrontery 
when dealing with the western world and particu- 
ularly the United States. As appeasement followed 
appeasement until our 
policy of “toughness” 
was ultimately adopted, 
Russia’s great military 
power and superior 
strategic position, the 
rapid deterioration of 
our own military 
strength, and reluctance 
to come to a final break 
with an erstwhile ally 
was widely thought to 
have been responsible 
for our complaisant at- 
titude in dealing with 
Soviet demands and 
pressures. 

Adoption of a tough- 
er policy towards the 
Soviets blunted those 
more obvious weapons 
heavily relied upon and 
skillfully used by the 
Kremlin in its. basic 
policy of obstruction 
and imperialist expan- 
sion. But this policy is 
continuing and recent 
disclosures of commun- 
ist disloyalty and con- 
Sspiracy in our own 
country seem to shed a 
good deal of light on the 
reasons why. It is now 
plain that Russian ar- 
rogance and recal- 
citrance in part at least is based on the Kremlin’s 
faith in a fifth column operating in this country (as 
elsewhere), in a perilous underground that in the 
past must have enabled the Russian policy makers 
to know the strength or weakness of our position, our 
determination or lack of it, in every action or diplo- 
matic exchange. 

This knowledge has given Russia important diplo- 
matic victories, has enabled her to press her demands 
or temporarily moderate them whenever we showed 
either vascillation or determination. It must have 
seriously affected negotiations undertaken on the 
premise that Russia does not wish to fight, or is un- 
able to fight, the modern war necessary to gain her 
ends. Bluffing heavily, it enabled the Soviets to throw 
their weight around to their greatest advantage with- 
out incurring undue risks. 
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“CHIPS IN THE EAST-WEST POKER GAME’’ 





In view of all this, instead of protesting the investi- 
gation of Russian spy activities and communist in- 
filtration in this country, the Government should 
press to the utmost the prosecution of guilty indi- 
viduals and destroy the communist cells operating 
here to the detriment of our country and our policy. 
The recent disclosures indicating the existence of a 
widespread conspiracy 
have come none too 
soon. They can neither 
be laughed off nor dis- 
missed as a “red her- 
ring” or campaign stuff. 

With the East-West 
struggle growing more 
acute, with Russian 
badgering continuing 
unabated, with the 
Kremlin by means of 
communist infiltration 
engaging in harassing 
operations throughout 
the world, it is about 
time for us to become 
solicitous about our 
safety and welfare in 
the light of communist 
machinations in our 
country, about the in- 
doctrination of school 
children and college 
students with radical 
propaganda, about the 
capture of certain labor 
unions by compact and 
disciplined communist 
minorities, about condi- 
tions of employment in 
our highest Government 
bureaus in which per- 
sons of questionable loy- 
alty were protected and 
promoted. It is time to 
give the American people the truth about the danger- 
ous underground operations which apparently have 
been going on for years in Washington. 

Possibly, some of those cited at recent hearings 
were fools caught in a trap, but it also seems clear 
that there existed a hard core of communists and 
communist sympathizers—ready to serve the Krem- 
lin and betray their country. Miss Bentley’s disclos- 
ures that the colleges were hotbeds of communist ac- 
tivity this past decade merely confirm what has been 
widely known for a long time. Presented by the red 
propagandists as an ideal conception of government 
and social organization, communism often attracted 
idealists as well as political opportunities. A great 
many apparently believed they were working for a 
better world without thought of personal gain. It is 
time to convince them (Please turn to page 564) 
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Market in Decisive Phase 


We look for no more than technical rallies, probably small, over the near term. The 
basis for a sustained advance seems clearly absent; that for a further wide decline any 
time soon is yet to be established. Uncertainty about business prospects much beyond 
the end of this year is growing. A highly cautious policy remains necessary. 


By A. T. 


Wien the fortnight since our last previous 
analysis was written the market first added a bit to 
the decline from the summer recovery highs, then 
rallied moderately on a low volume of transactions. 
For the Dow-Jones industrial average the low to date 
was reached on August 11 at 179.27 (closing level), 
which compares with high of 193.16 made in June. 
At the end of last week’s trading this average stood 
at 183.60. The comparable low for the rails was 58.66, 
made August 16, the recovery high was 64.95, made 
in July, and the average closed the week at 60.72. 
Nothing significant was added to this record during 
the few hours of trading prior to our press dead-line. 

It need hardly be said that the rallying power 
shown to date is not too impressive. The rebound 
might go somewhat further over the near term, with- 
out exceeding mere technical proportions. For the 
time being there is less inclination among investors 
to sell stocks, but very little revival of buying in- 


MILLER 


terest. The market rallied on short-covering, trader- 
buying for a turn and a trickle of selective investment 
demand—which is never entirely absent—primarily 
because selling pressure has lifted. It takes a substan- 
tial and persistent investment and speculative de- 
mand to make a sustained advance; and that this will 
developed appears most improbable. The rebound to 
date cannot amount to more than an insignificant 
wiggle in our broad weekly indexes. There is nothing 
in the picture given by the Support Indicator, charted 
on this page, which raises any question about the val- 
idity of the decidedly cautious policy we have adhered 
to for some weeks. 


Only Trading-Range Fluctuation Expected 


The best that we can see for the market over the 
medium term is trading-range fluctuation. Continu- 
ing good business and earnings are not enough to put 

stock prices above the previous 1948 
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highs, because of doubt about the con- 
tinuation of the inflationary boom; and 
also because of grave foreign uncer- 
tainties. On the other hand, the end of 
the boom has been prematurely antici- 
pated by the market on several occa- 
sions during the past two years; and 
for some weeks the foreign scene has 
been pretty nearly as dismal as it could 
get, short of actual war. Therefore, as 
matters stand now, it seems improbable 
that enough liquidation will develop to 
break the old market low—163-165 in 
the Dow industrials, registered in 
October, 1946, May, 1947 and March of 
this year—until there is the beginning 
of an actual business deflation pretty 
clearly recognizable at least by in- 
formed investors; or unless there is 
war. We still regard the latter as im- 
probable. 

The trading range we are talking 
about — roughly 163-193 — is a very 
broad one; and we would not be sur- 
prised if neither of these limits gets 
any real test for some time. However, 
it is our tentative opinion that the 
market is more likely to work down in- 
to—and back and fill within — the 
lower half of this old range than the 
upper, after the current rally has run 
its course. The industrial average 
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tively against inflation — 

would become ridiculous. 

So it has already started to move in a gingerly way. 
Announcement of slightly higher interest rates on 
short-term Treasury obligations has stiffened bank- 
loan rates a little and lowered the corporate bond 
market by a notch or two. Controls on consumer 
credit have been reimposed. As the total of all such 
credit now outstanding approximates 10% of the 
present annual dollar volume of retail trade—and as 
installment sales credit outstanding equals less than 
5% of probable 1948 trade volume—the direct effect 
on over-all trade obviously will be slight. Probably 
one small increase in bank reserve requirements will 
be imposed within the relatively near future, perhaps 
putting a little additional pressure on the corporate 
bond market, although the chief effect will be to force 
banks—mainly country banks, for the big-city banks 
no doubt are well prepared—to sell some Government 
bonds, which the Reserve Banks will, of course, buy 
in order to maintain the pegged market. 





The Boom May Be Shaky 


Certainly the Administration does not wish to in- 
duce, or hurry up, a “bust” before the election ; and 
it is unlikely in any event during the rest of this year. 
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But when a boom is in the late stage, with investors 
already in a distrustful or questioning state of mind, 
any Official tinkering with controls necessarily adds 
to the doubts and uncertainties. If only for psycho- 
logical reasons, it could bring the end nearer. 

It still seems premature to attempt any specific 
forecast on business beyond the year-end. Suffice it to 
say that there are reasons for cautious skepticism, if 
not uneasiness. Psychologically, the 1948 “shots in 
the arm’—ERP, the tax cut, the Truman call for 
armaments, the third-round wage boosts — have 
pretty much worn off, and no new ones are in sight. 
The Dewey election is already “allowed for,” with 
plenty of questioning about what he might do. Farm 
commodities are in a deflationary trend, subject to 
Government support, which portends a somewhat 
lower cost of living not many months hence, although 
far from quickly. 

The inflationary foreign trade balance has been 
reduced pretty sharply. The consumer-goods “pipe 
lines” are well-filled in most cases, some overflowing. 
Few seller’s markets are left. Some decline in busi- 
ness capital outlay before long would not be surpris- 
ing. The real estate and residential building situa- 
tions begin to look dubious, (Please turn to page 564) 
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By WARD GATES 





o's consumers split up 
their retail dollars has always 
been a matter of keen interest to 
marketing experts and business- 
men generally. It is no less im- 
portant to investors, for any 
marked shifts in the public’s 
spending pattern are bound to 
have an important bearing on in- 
vestments and investment satis- 
faction. 

To the businessman, a break- 
down of the spending pattern re- 
veals basic consumer preferences; 
it shows where the _ biggest 
markets are and how great a 
share of the market he is getting. 
To the investor, it points out 
which industries and companies 
are likely to lead, and which to 
fall behind, in the race for the 
consumer dollar. 

In view of the sharpening bat- 
tle for consumer markets, an an- 
alysis of spending trends de- 
serves heightened attention, for 
it shows where and how the pres- 
ent record breaking income is be- 
ing spent, and the shifts in the 
spending pattern that have oc- 
curred or may be under way. All 
of which are factors of no mean 
importance. There are of course 
always certain changes in rela- 
tionships, significant shifts in the 
spending habits of consumers, 
and postwar and inflationary im- 
pacts have tended to intensify 
them. 


Income Squeeze Affects Spending 


While shoppers have been 
breaking records, they have been 
spreading their money somewhat 
differently than prewar, and such 
shifts are forever recurring, whether from choice 
or necessity. As the price-income disparity widens 
for certain segments of the population, there may 
be marked changes in the distribution of their ex- 
penditures, changes that already have become ap- 
parent last year when consumers were dividing their 
retail dollar very differently from a year earlier. 
Thus a greater proportion of the consumer dollar 
is currently going for food and necessities, less for 
luxuries and non-essentials. And as far as durable 
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consumer goods are concerned, 
spending henceforth may well be- 
come more selective, depending 
on individual wants and desires, 
and the ability to pay. Where 
needs and desires are strong 
enough, as apparently for houses 
and automobiles, spending for 
durables may continue high — 
even at the expense of food and 
clothing. In line with such a trend, 
sales of consumer durables last 
year showed a sizeable percent- 
age gain while non-durables de- 
clined. 


Importance of Food Costs 


‘ Such trends are never without 
' effect on merchandising policies, 
* and are bound to receive even 
| greater attention as consumer 
selectivity and price resistance 
mounts, as presently appears to 
be the case. Undoubtedly high 
food costs today are strongly en- 
croaching on buying power for 
other goods that otherwise might 
be readily bought. Any future 
decline in food costs, conversely, 
will release funds that should re- 
~, stimulate greater demand for 
' other products — provided that 
' overall spending power is main- 
_ tained. Thus by and large, assum- 
ing maintenance of consumer 
spending power around current 
levels, what may be expected are 
shifts rather than a decline in con- 
sumer spending in the event of 
further price squeezes as well as 
declining food costs. In turn, this 
may produce distinct cross cur- 
rents in business; they will be- 
“i come rather more pronounced, 
" Photo by Devaney should overall purchasing power 
begin to slide. In either event, a study of the public’s 
recent spending pattern might prove highly useful, 
if only because it shows where consumer prefer- 
ences lie under mounting “squeeze” conditions. 
Latest figures indicate that food stores easily get 
a bigger part of the retail dollar now than any other 
business, but automobile dealers and filling stations 
are steadily increasing their shares. These three 
groups, along with restaurants, bars and other eat- 
ing and drinking places, take in more than half 
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of each retail dollar, a significant fact indeed. 

According to the Department of Commerce, food 
stores get 27.6 cents of each dollar spent in retail 
channels, while in 1940, their share was 23.5 cents. 
Overall expenditures for food have of course risen 
tremendously. Automobile dealers and filling sta- 
tions are not yet up to their prewar share of 21.2 
cents, but together they have been taking 15.9 cents 
of the retail dollar and have been moving up ever 
since the war’s end. More ready availability of 
lower priced new cars will doubtless accelerate this 
uptrend. So far this year, automobile dealers have 
been receiving 11.1 cents of the retail dollar, and 
filling stations 4.8 cents, both very sizeable chunks 
in relation to other components. 

Eating and drinking places rank next to food 
stores in enlarging their prewar share of the retail 
dollar. They get 10.1 cents of it now against 8.4 
cents in 1940, but they have lost ground since mid- 
year 1944 when their share was 13.5 cents. Liquor 
stores are doing about as well as in 1940 in getting 
1.4 cents of the retail dollar, but this is a consider- 
able drop from the 2.1 cents they took during 1944. 

Men’s clothing stores having caught up with the 
immediate needs of the millions of returning vet- 
erans, now get 1.8 cents of the retail dollar, just 
slightly less than their 1.9 cent share in 1940. On 
the other hand, women’s clothing and accessories 
stores get a bigger share now than in prewar—3.2 
cents against three cents in 1940, but they have 
slipped a good deal since 1944 when they got 4.6 
cents. 

Shoe stores now take 1.2 cents of each retail dol- 
lar against 1.4 cents in 1940, while general mer- 
chandise stores, including the mail order houses, 
obtain 12.5 cents against 14.8 cents before the war. 

Home furnishings, home appliance and radio 
stores are presently getting 5.5 cents against 4.4 
cents in 1940; building materials and hardware 
stores 7.6 cents against 6.7 cents; and drug stores 
2.9 cents against 3.5 cents. 

Altogether, retail sales account for perhaps two- 
thirds of all consumer spending, according to official 
estimates. They include neither rent, nor what is 
spent on amusements, for medical care, or similar 
outlays. 


Huge Markets Involved 


Small as the aforementioned figures may appear 
to some, they actually represent huge amounts, and 
huge markets for business. Total consumption ex- 
penditures last year amounted to $164.7 billion, and 
barring a slump in our economy, everything points 
to a record year for retailing in 1948. Indications 
are that dollar sales for all types of stores will ex- 
ceed $131 billion compared with $117.5 billion last 
year, though the gain will be expressive of higher 
prices rather than any marked increase in physical 
volume. Yet it will be an impressive total. For the 
first half of this year, retail sales are expected to 
have come to around $60 billion or more, an in- 
crease of 11% over 1947. The rise in the public’s 
disposable income is sufficient to justify this sharp 
advance in retail trade, and disposable income dur- 
ing the second quarter of 1948 was running at an 
annual rate of $189 billion. Consumer expenditures 
during the same period are estimated at an annual 
rate of $177 billion against last year’s $164.7 billion. 

The Council of Economic Advisers placed expendi- 
tures in retail stores during the second quarter at 
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an annual rate of $128 billion, whereof about $106.5 
billion for non-durable goods and $21.5 billion for 
durable goods. Roughly, these latter figures are 
equivalent to some 60% and 12%, respectively, of 
total consumer expenditures, compared with 58.7% 
and 13.5%, respectively, in 1947. Final figures for 
the year may of course change these relationships, 
but tentatively at least and in contrast with last 
year’s experience, a smaller percentage of durable 
goods sales is indicated, the result no doubt of 
sharply rising living costs and the advanced stage 
of the deferred demand boom in consumer durables. 


The 1947 Spending Pattern 


While reflecting the 1947 rather than the current 
pattern of public spending, the accompanying tabu- 
lation of personal consumption expenditures by type 
of product presents a wealth of interesting infor- 
mation. It also discloses some astonishing trends, per- 
haps not generally realized. As previously men- 
tioned, durable goods sales last year rose sharply 
percentagewise while those of non-durables and 
expenditures for services declined. Compared with 
prewar, the former two categories are still sub- 
stantially higher, but service outlays are materially 
lower on a percentage basis. The latter doubtless 
reflects high living costs and high prices. Obviously 
the need and desire for durable consumer goods was 
in part at least met at the expense of non-durables 
and services. We have shown before that this trend 
has continued so far this year. 

Outlays for food and tobacco last year were con- 
siderably higher than prewar on a percentage basis, 
but the ratio has remained fairly constant since 
1944 though actual dollar volume has risen tremen- 
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dously. Sales of food stores last year had risen to 
$40.9 billion, from $34.9 billion in 1946 and $25.8 
billion in 1944, with higher prices naturally a pow- 
erful factor in the uptrend of dollar volume. On 
the other hand, the turnover of restaurants, hotels, 
bars, etc. last year advanced only nominally from 
1946; considering higher prices, a net decline in 
business appears to have occurred. 

Against total outlays of $61.79 billion for food 
(including $3.8 billion for tobacco), the public spent 
$22.6 billion for clothing, accessories, shoes, jewelry, 
and for such services as laundering, fur storage and 
repairs of various kind. While this was half a bil- 
lion dollars more than in 1946, the ratio to total 
consumption expenditures declined to 13.7% from 
15% and the downtrend appears to have continued 
during the forepart of this year at least. Hence the 
prevailing gloom in some sections of the soft goods 
industries. 

Expenditures for personal care, amounting to 1.4 
cents of the consumer dollar, have remained fairly 
constant over the longer term on a percentage basis, 
though the total dollar amount is now approximately 
double that of prewar. Outlays for housing ad- 


9.7 cents of the consumer dollar was spent last year 
for this purpose while the cost of household opera- 
tion came to 13.4 cents. On a percentage basis, ex- 
penditures for medical care were slightly below the 
prewar ratio though actual dollar outlays have 
about doubled. 


The Automobile’s Role in the Spending Pattern 


Significantly, consumers last year spent $5.5 bil- 
lion for new or used automobiles, about $1.68 bil- 
lion for tires, tubes, parts and accessories, $3.6 
billion for gasoline and oil, and close to one billion 
dollars for garaging and servicing of cars. Alto- 
gether, motorists spent close to $12 billion, about 
7% of total consumption expenditures for the year! 
Equally if not more impressive is the amount of 
$9.3 billion spent for recreation, or 6.1% of total 
consumption expenditures. Together, these two 
items approximate the total spent for clothing, and 
amount to over half of the sales of food stores. 
They compare with a tiny $1.1 billion spent for 
private education and research, only 0.7% of total 
consumption outlays and on this basis less than 

















vanced both percentagewise and dollarwise; about prewar. (Please turn to page 564) 
Personal Consumption Expenditures by Type of Product 

(In Billions of Dollars) | 

1947 1946 1945 1944 1940 1937 1933 1929 | 

TOTAL CONSUMPTION EXPENDITURES 164.7 147.4 122.8 111.4 72.1 67.1 46.3 78.8 | 

Total Commodities 117.4 103.7 83.6 74.4 45.4 42.2 25.8 47.1 | 

Per cent of total 71.2 70.0 68.0 67.0 63.1 62.9 55.6 59.8 | 

Durable Commodities 20.9 16.2 8.2 6.8 2 7.0 3.5 9.4 | 

Per cent of total 13.5 10.4 6.7 6.1 10.9 10.4 7.6 11.9} 

Non-Durable Commodities 96.5 87.5 75.4 67.5 37.6 35.2 22.3 37.7 | 

Per cent of total 58.7 59.6 61.5 60.9 52.2 52.5 48.0 47.9 | 

Total Services . 47.3 43.6 39.2 37.0 26.6 24.9 20.6 31.7) 

Per cent of total 28.7 29.7 32.0 33.4 36.9 37.1 44.4 40.2 | 

Food and Tobacco 61.8 55.0 46.3 41.8 22.6 21.6 12.8 21.4| 
Per cent of total 37.5 37.5 37.8 37.8 31.4 32.2 27.6 27.1 
Clothing, Accessories and Jewelry 22.6 22.1 20.1 18.0 8.8 8.0 5.4 11.0 
Per cent of total re 13,7 15.0 16.4 16.2 12:2 11.9 11.6 14.0 
Personal Care ah 2.3 2.4 234 1.8 It 1.0 6 1.1 
Per cent of total 1.4 1.6 Je 1.6 1.5 1.4 1.4 1.4) 
Housing . 14.4 13.2 12.2 17 9.2 8.4 7.8 11.4 
Per cent of total 8.7 9.0 10.0 10.6 12.8 12.5 16.9 14.5 
Household Operation — 22.0 18.6 14.8 13.4 10.3 9:3 6.4 10.5 
Per cent of total... 13.4 13.6 12.0 12.1 14.3 13.9 13.8 13.3 
Medical Care and Death Expenses a 7.4 6.7 5.9 5.6 3.6 3.2 2.4 3.6 
Per cent of total... Essel 45 4.6 4.8 5.0 5.0 4.8 5.2 4.6 
Personal Business .......... sialic sessiat 6.0 5.5 4.8 4.5 3.8 3.9 3.1 5.2 
Per cent of total 3.6 3.7 3.9 4.0 5.3 5.8 6.6 6.6 
Transportation .. = 15.5 11.8 6.4 5.6 7.0 6.4 3.9 75 
Per cent of total 9.4 8.0 5.2 5.0 9.7 9.6 8.5 9.5 
Recreation ....... des 9.4 8.6 6.0 5.3 3.7 3.4 22 4.3 
Per cent of total... 6.1 5.9 49 4.9 5.2 5.0 4.7 5.5 
Private Education and Research... ie It 1.0 8 9 x) 6 5 aT 
Per cent of total... ef a 6 8 9 9 1.0 8 
Religious and Welfare Activities...... " = 1.6 1.6 1.6 1.6 1.0 9 9 2 
PTT OR ON st. ; 2 1.0 1.1 1.3 1.4 1.4 1.3 19 15 
Foreign Travel and Remittances... ccsccssssssssnmenmenmmneen | 8 1.6 1.0 oF 5 4 8 
Permentoraotel te Meat sea 4 5 1.3 9 3 1 8 1.0 

Source: Department of Commerce 
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SECOND 


QUARTER 
EARNINGS 


By J. C. CLIFFORD 


Al further accumulation of midyear earn- 
ings reports provides substantial evidence of wide- 
spread progress. Both sales and net profits in the 
aggregate reveal gains for the third successive half 
year period, despite allowances for some groups 
whose trends run counterwise. About a dozen lead- 
ing divisions in the economy during the first six 
months of 1948 show improved earnings while four 
others reveal less favorable showings, in both in- 
stances compared with the same period in 1947. 

According to a study made by the National City 
Bank of New York, most industries achieved a 
volume gain of about 19% from January through 
June in 1948 compared with the same interval a 
year earlier, and about 7% over last year’s second 
half. Increased physical production partially ac- 
counted for this advance, but the major influence 
must be attributed to the progressive uptrend in 
prices. Net earnings after taxes also tended to im- 
prove generally, with the ratio of net to volume 
continued fairly close to the high level reported dur- 
ing the last quarter of 1946. 

These statistics indicate that industry as a whole 
has been successful in establishing price advances 
at a rate adequate to offset the impact of constantly 
rising costs of wages and materials. A few groups, 
however, have reported difficulties in reaching for 
this goal, and there are plenty of individual con- 
cerns in nearly every sector that have run into 
trouble. Despite larger sales, the pressure of heavier 
freight, labor and materials costs has frequently 
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reduced profit margins, some- 
times to a point where final 
net earnings have been ad- 
versely affected. In analyzing 
the reports of 525 corporations 
for the first half year, mainly 
manufacturers, the National 
City Bank finds their total net 
income was $2.2 billion against 
$1.78 billion in the comparable 
period of 1947 and $1.9 billion 
for the second half of last year. 
Approximately two out of five 
of these concerns, though, re- 
vealed an earnings downtrend, 
sometimes for economic 
changes in their special groups 
and again for individual oper- 
ating problems. 

On an appended tabulation 
we present statistics compiled 
by the National City Bank to 
show the relative progress 
achieved by a number of repre- 
sentative groups during the 
first half year, both as to net 
earnings and as to returns up- 
on net worth. It is interesting 
to note that within the short 
space of a year the combined 
capital and surplus of the 525 
concerns rose by about $3.1 
billion from January to Janu- 
ary. On a total net worth of 
$24.2 billion the group earned 
an average return of about 
19% compared with 17.7% in 
the second half of 1947 and 
about 16.4% in the first six 
months last year. In the 1948 
period cited, manufacturers’ earnings in relation to 
net worth rose slightly faster than those in the 
mining, trade, service and amusement divisions. 

In studying this table mentioned it is important 
to realize that the over-all results were broadly in- 
fluenced by the performance of two major indus- 
tries, petroleum and automotive. Net incomes of 23 
oil concerns were up about 80% over the 1947 first 
half, while 12 automobile manufacturers established 
a comparable gain of 51%. If the oil group alone 
were omitted from the picture, the others listed 
would show net earnings only 13% higher in the 
course of a year rather than 28% if all groups were 
included. This more moderate showing, however, 
would indicate a highly satisfactory degree of earn- 
ings improvement throughout the general economy. 


Varying Industry Experience 


Perhaps the best way to visualize the current 
status and trends, developed from a scrutiny of 
midyear reports, is to discuss a few individual in- 
dustries, using the experience of some of their 
components to highlight characteristic problems. 
Towards this end we append a list of important 
concerns whose interim reports have come to hand, 
along with various statistical data that should in- 
terest our readers. Quarter to quarter sales and net 
earnings per share for the first two periods in the 
current year can be compared with those for the 
second quarter of 1947, along with similar showings 
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for six months intervals. In the previous issue of 
our Magazine we discussed the interim earnings of 
another representative group of concerns, and this 
second tabulation not only confirms many of our 
earlier conclusions but provides a broadened base 
for analyzing trends that seems to be forming. 


ly, The Oil Industry 


In considering the current progress of the oil 
industry, the statistics bearing upon several lead- 
ing concerns on our table give a pretty clear cut 
picture. With doestic demand for gasoline, fuel oil 
and the innumerable byproducts of the petroleum 
industry at all time high levels, it would be hard to 
name a well situated oil concern that is not enjoying 
a bonanza, especially as an uptrend in prices shows 
no signs of restricting sales. This is shown rather 
well by the experience of Union Oil Company of 
California, a fully integrated concern. Sales of $51 
million in the second quarter of 1948 compare with 
$42 million a year earlier, up about 21%, while 
comparable net earnings rose 80%. This sharp wid- 
ening of profit margins reflects a broad distribution 
of administrative and sales costs over enlarged vol- 
ume, additionally aided by upward pricing policies. 
Sales of Atlantic Refining Company in the June 
quarter soared 39% over those in the same 1947 
period, with relative earnings lifted by 163%. Ohio 
Oil, too, on the same basis pushed volume up 37% 
to stimulate a gain of more than 70% in net earn- 
ings. In weighing these spectacular earnings gains 
by the oil industry, however, it should be realized 
that they are caused in large part by utilization of 
oil reserves established at costs far below current 
levels. In due course the present high development 
costs will reduce profit potentials of the industry 
considerably, unless prices can be raised rather in- 
definitely. Competition and consumer resistance will 
probably preclude such an outcome, at least during 


the medium term, although considerable time may 
elapse before some of the big oil concerns have to 
draw upon their lately established and high cost 
reserves to an extent that would importantly reduce 
their earnings. 

In the automotive field the recently issued mid- 
year report of Chrysler Corporation shows an im- 
pressive upturn in quarter to quarter earnings, al- 
though the reverse is true if comparisons were made 
on a six month basis. Unit sales of Chrysler cars 
and trucks were lower by about 11,000 in the latter 
period than in the year before, though comparable 
sales rose by $14.2 million. Shortage of materials 
needed by the company and its suppliers was given 
as an explanation. Net per share of this concern, 
however, advanced to $2.40 in the June quarter 
against $1.71 in the March period, indicating a 
transition to smoother operations. Packard Motor 
Car also showed improved earnings in the latest 
quarter, reporting 33 cents per share against $.09 for 
the March interval. 


How Steel Companies Fared 


While earnings of the steel group are trending 
upward generally, this cannot be said of all con- 
cerns in the industry. Pittsburgh Steel, for exam- 
ple, earned $2.54 per share in the recent first half 
year compared with $2.86 in the like period last 
year, while the showing for the June quarter was 
$1.19 in contrast to $1.34 for the first three months. 
These variations, though, do not carry much sig- 
nificance, for the company’s earnings on the whole 
are satisfactory despite its seeming difficulty in 
utilizing volume gains to sustain profit margins. A 
slight decline in sales in the second quarter for 
Sharon Steel reduced earnings correspondingly, but 
on a six month basis this concern has done better 
than the year before. The advantage of Wheeling 
Steel’s postwar modernization and expansion pro- 





















































Net Income of Leading Corporations for the First Half Year 

Net income is Shown as Reported — After Depreciation, Interest, Taxes and Other 

Charges and Reserves, but Before Dividends. Net Worth Includes Book Value of Out- 

standing Preferred and Common Stock and Surplus Account at Beginning of Each Year. 

(In Thousands of Dollars) 
Net Income Net Worth Annual Rate of Return % 
Ist 2nd Ist 
°. Ist Half 2nd Half Ist Half January | Half Half — Half 
of Cos. Industrial Groups 1947 1947 1948 1947 1948 1947 1947 1948 
30 $ 129,190 $ 113,342 $ 116,893 $ 1,103,444 $ 1,227,255 23.4 20.5 19.0 
I 45,705 51,449 40,654 380,093 446,434 24.0 27.1 18.2 
32 Textiles and apparel. ceeceeenenee 45,268 49,047 55,209 378,882 455,503 23.9 25.9 24.2 
25 Pulp and paper products... nn 52,292 50,613 54,758 427,536 513,950 24.5 7 | Zi.3 
34 Chemicals and paints....................... ates 169,225 163,033 186,046 1,971,232 2,248,641 17.2 16.5 16.5 
9 Drugs, soap, cosmetics........ a is 22,213 20,960 18,260 202,466 219,292 ya 20.7 16.7 
23 Petroleum products ........... aletioes 414,409 511,104 745,789 5,750,757 6,447,801 14.4 17.8 23.1 
21 Cement, glass and stone... 45,459 43,298 48,653 506,926 557,798 17.9 17.1 17.4 
32 Iron and steel ........................... ewe 215,278 192,272 224,522 3,630,245 3,859,643 11.9 10.6 11.6 
15 Electrical equipment and radio... 86,843 105,818 104,967 928,590 1,042,655 18.7 22.8 20.1 
4l 42,849 39,410 43,752 472,990 518,518 18.1 16.7 16.9 
12 Autos and trucks. 162,029 202,918 244,026 1,728,828 1,942,875 18.7 23.5 25.1 
22 Aino MebUe PONS 31,226 34,876 35,650 276,812 321,629 22.6 25.2 22:2 
93 Other metal products... ws 130,072 138,293 147,176 1,562,846 1,746,191 16.6 17.7 16.9 
40 Miscellaneous manufacturing ............ 65,284 64,241 $3,828 749,536 815,585 17.4 17.1 15.7 
440 Total manufacturing 2 necccencnsenene 1,657,342 1,780,674 2,130,183 20,071,183 22,263,770 16.5 17.7 19.1 
41 Mining and quarrying... aS 69,685* 90,195* 108,027* 902,095 1,007,697 15.4 20.0 21.4 
25 Trade (wholesale and retail)... . 35,227 43,270 34,986 524,510 564,160 13.4 16.5 12.4 
19 nt 18,323 17,051 14,551 347,048 358,480 10.6 9.8 8.1 
525 $1,780,577 $1,931,190 $2,287,747 $21,844,836 $24,294,107 16.3 177 18.3 
*—Before depletion charges in some cases. 
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gram is reflected by a consistent uptrend in volume 
and net earnings. Skeptics who doubted that this 
aggressive concern could equal in 1948 the $15.15 
per share earnings reported last year may have to 
revise their estimates. In the first half of the cur- 
rent year Wheeling Steel earned $8.63 per share, 
while second quarter earnings rose to $4.55 against 
$4.09 per share during the first three months. Net 
earnings of Lukens Steel also turned upward in 
the second quarter, although they were slightly 
lower on a half year comparison. 

In the textile field, the progress of American 
Woolen has been watched with great interest by a 
good many investors in view of the company’s large 
earnings in postwar. With the production of wool 
in the United State at low ebb for many years past, 
prices for this material have been stiff, as has been 
true of imported wools also. Despite this adverse 
factor, net sales of American Woolen climbed to 
$104.5 million in the first six months of 1948, a 


gain of $19.5 million over the corresponding period 
last year. Although higher operating costs narrowed 
margins, and the company expanded reserves for 
contingencies by $2 million against only $1 million 
a year earlier, total net earnings showed a slight 
improvement. As for per share earnings in the half 
year, these came to $7.79 against $8.41 as of June 
30, 1947, a larger number of shares outstanding 
accounting for the seeming paradox. If the second 
half year brings equally good results, net for 1948 
should be extremely satisfactory. 

United States Gypsum Company, the dominant 
unit in its special field, has reported marked pro- 
gress as a result of the current construction boom. 
Six months sales of $70.7 million were 40% higher 
than in the first half of 1947, and net earnings of 
$11.7 million compared with $7.7 million a year 
previous. Since the corresponding gain in volume 
shipments was only 30%, this indicates substantial 
benefits from somewhat (Please turn to page 558) 
















































































Record of Quarterly and Half-Year Earnings of Selected Companies 
——_—_———Net Sales-——_— Net Sales 

($ Million) Net Per Share ($ Million) —Net Per Share— 

2nd Quar. Ist Quar. 2nd Quar. 2nd Quar. Ist Quar. 2nd Quar. 6mos. 6 mos. 6 mos. 6 mos. 

1948 1948 1947 1948 1948 1947 1948 1947 1948 1947 

Air-Way Electric Aplin $ 4.0 $ 3.3 $ 2.8 $ .91 $ .78 $ .70 $7.4 $5.2 $1.69 $1.24 
Allis-Chalmers ist <n Ca 66.4 52.6 1.39 97 65 146.5 84.8 2.28 def.04 
IOCGN OWS a AO 43.8 39.4 78 97 -65 85.8 79.9 1.75 1.63 
DINIGTICCNY VISCOSOY oso 60.5 55.9 48.3 4.04 3.30 2.14 116.4 94.0 7.35 3.96 
American ‘Woolen : 55.6 48.9 41.3 2.95 5.01 3.41 104.5 85.0 7.79 8.41 
American Cyanamid ......... ieee, Tee 55.6 49.5 1.07 .78 65 114.2 103.5 1.85 1.58 
Atlantic Refining ........... eee (NOM 107.0 73.0 2.86 2.89 1.12 209.0 144.5 5.76 2.07 
Barium Steel .... : Reco Nr 12.4 12.1 99 27 34 .20 24.5 18.5 61 40 
Borg-Warner eae pep ie lee CR 77.1 72.0 3.28 2.82 2.20 161.8 131.5 6.10 4.13 
Calumet & Hecla....... Bi tats 72 5.4 6.9 fh? .04 .24 13.4 13.3 .24 66 
Canada Dry .. cee ene Lene 13.1 9.6 11.9 By x 01 ee 7 35.7 30.9 .66 aa 
S| Cl cee 2 ns 946.3 336.5 331.6 2.40 1.71 1.68 662.8 648.7 4.11 4.15 
Cleveland Graphite Bronze. 2 6.8 6.6 9.2 84 77 1.54 13.5 18.2 1.61 3.14 
Coca-Cola ...... Baa 34.7 24.7 24.2 2.33 1.39 1.91 16.2 12.2 3.72 2.75 
Columbia Broadcasting i 16.1 18.7 18.7 43 90 83 34.7 38.2 1.33 1.70 
Diamond T Moto............. s, = 10.3 97 9.6 88 85 89 20.0 19.3 1.73 2.00 
Douglas Aircraft . : “BRS 15.2 38.5 .67 .04 defl.08 42.8 54.5 71 def 1.25 
PIGGhCUr URONON 2. ccc = 22S 20.2 19.8 29 1.54 .73 42.7 43.9 2.53 2.06 
Goebel Brewing . oS ss ociccsetnar 5.9 4.5 4.7 .28 18 .28 10.5 8.4 46 50 
Gray-Robinson Stores ............... ace EF 14.5 14.7 1.02 .60 82 33.4 24.0 1.68 86 
Hazel-Atlas Glass 17.0 12.1 16.1 54 def .04 62 58.9 57.8 50 1.1 
Hershey Chocolate 0.cccccccccccceccnennne 44.5 39.9 25.3 .98 A 94 81.4 54.0 1.96 2.02 
Johns-Manville nccccneenenncnnnne 39.9 37.5 33.6 1.12 77 1.01 77.4 63.4 1.89 1.78 
S| ae eae 16.6 15.7 14.8 1.94 1.97 2.61 45.3 39.3 5.50 6.69 
Kimberly- Clark . eli Scan 29.0 26.2 22.5 1.39 1.09 1.34 55.2 43.7 2.48 2.81 
Liquid Colande.. 14.4 11.6 1. 1.12 .05 1.04 36.9 26.9 1.49 1.49 
Lukens Steel 14.0 13.7 12.6 1.34 86 1.47 40.6 31.2 3.73 4.04 
Marshall Field ............ sae aes 52.3 48.4 49.9 1.40 85 1.07 100.7 95.7 2.25 2.31 
CULL OCT [cae eee 3:2 3.9 4.0 66 1.19 70 7.2 re | 1.86 1.40 
McCall Corp. ..... 8.4 92 8.1 86 LE 1.53 17.7 16.4 2.20 3.42 
Maytag ............ Be, ; 16.7 18.6 14.1 1.01 1.16 91 35.3 25.0 2.17 1.46 
Mid-Continent Petroleum ne - 37.3 35.9 28.9 3.62 3.77 2.49 73.2 53.1 7.39 4.87 
Mohawk Carpet .............. Sixers ; 15.9 14.6 12.2 1.96 1.70 1.46 30.5 21.7 3.66 2.33 
National Biscuit ......... oe ema ? 72.5 72.4 64.0 80 .69 83 144.9 131.4 1.48 1.83 
ec a 45.7 30.7 1.89 1.90 1.12 93.5 57.1 3.79 2.02 
Rotkre WOO. eee 12.1 12.5 9.7 1.81 4.55 1.52 24.6 23.3 6.35 4.47 
Packarel WWOlOt =. ' 68.1 44.7 26.8 aa .09 def.05 112.8 52.0 41 def.12 
Parke Davis .. EOE SI0n enn Rl eae t7:7 18.4 17.6 42 a .60 36.1 35.8 95 1.28 
Pittsburgh Steel . cca Paice send © AED 22.2 20.5 1.19 1.34 1.88 44.3 38.8 2.54 2.86 
LEO CSL. SS ee 16.1 15.4 12.3 2.25 2.16 1.75 5.0 3.8 4.41 3.24 
Sharon Steel ae = 24.6 26.3 21.4 2.95 3.17 2.43 51.0 42.0 6.12 5.48 
Smith (Alex.)) & Sons... 22.2 18.8 16.4 2.20 1.68 1.48 41.1 31.4 3.88 3.07 
SCT C CTC LTCC eee eee {5% 72.8 64.4 .60 86 14 146.1 135.0 1.46 1.09 
Sterling Drug 32.9 35.9 32.6 87 1.08 86 68.9 66.4 1.94 1.82 
Thompson Products .ccccccceccneeneennnen 25.3 23.5 24.2 2.64 2.40 2.55 48.8 47.1 5.04 3.32 
Union Oil or Calf... | OBO 50.9 42.0 1.80 1.62 1.02 101.7 80.2 3.42 1.73 
United Airlines 21.5 13.1 18.2 Bt def 1.94 .08 73.5 67.2 defl.83  defl.8! 
Warner Bros, Pictures....cccccecccccnennnen 38.4 39.0 41.9 41 46 70 117.6 130.1 1.41 2.62 
Western Auto Supply. cennenennee 31.6 23.6 30.8 2.08 Ld i 1.74 55.3 52.8 2.85 2.33 
Wheeling Steel 37.4 33.4 31.8 4.55 4.09 4.19 70.8 60.5 8.63 8.57 
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MONEY SUPPLY 


The Crur of Tuflation 


By JOHN D. C. WELDON 





Tae problem of in- 


flation — its various causes, 
how much farther it will go, 
when and how the turn will 
come—has now come to dominate all other prob- 
lems in the minds of business men and investors. 
This problem causes even more widespread concern 
than that of war with Russia. So long as the un- 
certainties of inflation cloud the entire business out- 
look, people are interested only to a limited extent 
in such specific subjects as the baking industry, 
textile products, railroad bonds, or bank stocks. 

Inflatien is an extremely confusing problem be- 
cause of involving so many different factors. More- 
over, these factors of rising prices, rising wages, 
and credit expansion are so closely interrelated that 
it is often impossible to distinguish between cause 
and effect. Current discussions of inflation resem- 
ble the “chicken-or-egg” argument of which comes 
first. Some people declare the basic trouble to be 
“shortages” of everything — labor, raw materials, 
industr ial capacity, and finished goods. Others say 
it is “too much money.” Actually, without quibbling 
over terms, both statements are true. 

This review will take up briefly such important 
phases of the subject as the causes of inflation, the 
growth in liquid assets of individuals, the Truman 
anti-inflation program, the G.O.P. program just en- 
acted and, finally, the pros and cons of credit 
control. 





Causes of Inflation 


Although there are many different signs of in- 
flation, manifested by shortages and corresponding 
high prices in almost all types of goods and services 
as well as real estate, the fundamental cause may 
be defined in very simple terms, namely, money sup- 
ply increasing faster than production. This may be 
illustrated by the accompanying table showing the 
changes from prewar in production, credit, prices, 
etc. The 1939 figures represent end-of-year or an- 
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nual averages, while for 1948 the 
latest figures now available are given. 

In interpreting this table, which 
gives a thumb-nail sketch of inflation, 
it must of course be kept in mind 
that some of the figures comprise 
aggregates; therefore part of the 
percentage increases are accounted 
for by normal growth. During the 
past nine years, the population of 
the United States, led by California, 
Oregon, and Washington, but shared 
by 40 out of 48 states, has grown by 
15,000,000 or 11 per cent. 

Industrial production during the 
period increased 76 per cent. Wages 
of factory workers increased 106 per 
cent. Total personal income increased 
192 per cent. 

At the same time, the total of bank 
deposits plus currency increased 141 
per cent. Wholesale prices rose 112 
per cent, although the farm products 
and foods components rose much 
more sharply. Cost of living increased 
72 per cent. 

In a rising spiral such as we have 
been experiencing, the different fac- 
tors are so intertwined that, as sug- 
gested above, it is hard to separate 
them. Prices go up because wages go up, then wages 
go up because prices are higher, and around the 
circle, including indirect costs for coal and fuel oil, 
railroad freight, telephone, electric power, gas, in- 
surance, local taxes, and the countless other items 
which together make up the total “income” and 
likewise the total “expenditure” of our national 
economy. 

One of the most basic causes of the price rise was 

















Changes, 1939-48, in Production, Credit, 
Prices, etc. 
(Amounts in Billions of Dollars) 
1939 1948 % Change 
Population (000s) 
Continental United States 131,651 146,587 + Il 
Production 
Federal Reserve Index 
1935-39100) 109 192 = 6 
Average Hourly Earnings (in cents) 
All manufacturing industries 63.3 130.1 +106 
Personal Income 
Total before taxes... 72.6 211.9 +192 
Credit Supply 
Coml. banks—demand deposits 32.5 90.7 +179 
Coml. banks—time deposits . 15.3 35.6 +133 
Coml. banks—interbank deposits 9.9 10.6 = ime! 
Coml. banks—Total deposits . 57.7 136.9 ler 
Savings banks—deposits ...... 10.5 18.1 sey 2 
Money in circulation............ 7.6 27.9 +267 
Total deposits and currency 75.8 182.9 +141 
Wholesale Price Indexes hnciaeanenh 
Farm products ............ 67.6 192.2 +184 
Foods ........ Seti wets 7a 187.7 +161 
All other areca eeecne eosin TaOBeP 152.1 + 81 
Composite .......... 79.2 168.3 hz 
Cost of Living Index (1935- 39=100) | : 
Consumers’ prices in cities.. ae 99.6 171.7 + 72 
NOTE: 1939 figures represent end-of-year or annual averages; | 
1948 figures represent latest available. 
| 
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the colossal cost of the war and the extent to which 
it was financed by credit expansion. Approximately 
one-half of the total wartime expenditure was cov- 
ered by taxation, and the other half by borrowing. 

Of the latter, in turn, about one-half was bor- 
rowed from individuals and institutional investors 
outside the banking system, including insurance 
companies, savings banks, and government trust 
funds; but the other half represented the expan- 
sion of credit by the commercial banks or Federal 
Reserve Banks, either through direct purchasing of 
government bonds, or by purchasing other invest- 
ments or making loans of various types — business, 
security, commodity, real estate, agricultural, per- 
sonal, etc. It was this expansion of bank credit that 
exerted a direct and potent inflationary pressure 
forcing prices upward, by increasing the total 
money supply. 

Once the upward movement of prices got under 
way, the other factors naturally added to the up- 
ward pressure. Many people regard the most infla- 
tionary factor to be the boosting of wages at the 
end of the war, sponsored by the Government on 
the theories (both wrong) that a serious depression 
and unemployment were inevitable, and that wages 
could be raised without raising prices. Whether or 
not the continuing rounds of wage increases were 
the No. 1 inflationary factor may be debatable, but 
there is no question of their being one of the major 
factors. Also, the low productivity of labor after 
the war — in factories, building trades, and on the 
farms — has been another factor in raising costs. 

Still other inflationary factors are the continued 
heavy spending by the Federal Government, whose 
current budget three years after the war is still 
around $40 billion and whose disbursements now 
comprise a very substantial share of the total 
national income. Such expenditures, five times those 
of prewar, include large sume for national defense, 
veterans’ services and benefits, public works and 
buildings, price supports to farm products, subsi- 
dies and guarantees for building, and expanded 
social and welfare projects. 

To this may be added the expenditures of other 
government units — state, county, municipal, and 
special districts numbering 155,000 — for new 
schools, deferred maintenance and improvements 
to streets, super-highways, public buildings and 
sewers, as well as increased salaries for teachers, 
policemen, firemen, and public servants generally. 


Liquid Assets of Individuals 


buy, and to the patriotic motive to invest in govern- 
ment bonds in order to prevent inflation and pro- 
vide a backlog after the war. Since 1945, the ratio 
of savings to income has, as expected, declined 
sharply as durable goods of all kinds and also hous- 
ing became more readily available, but the ratio is 
still above the prewar level. 

That portion of total savings represented by 
holdings of liquid assets by individuals is shown in 
the accompanying chart, based upon figures compiled 
by the Federal Reserve Board. This reveals that 
between the end of 1939 and 1947, the total hold- 
ings rose from about $50 billion to $172 billion, an 
increase of $122 billion or 247 per cent. There were 
increases in U. S. Government security holdings, 
principally savings bonds, of $49 billion, time de- 
posits $28 billion, demand deposits $24 billion, cash 
$16 billion and savings and loan shares $5 billion. 

This swollen backlog of accumulated savings 
constitutes another potent inflationary influence. 
Although a large portion of these savings, particu- 
larly in the form of savings bonds, is likely to be 
retained by the holders rather than spent, recent 
surveys of consumer finances disclose that many 
other holders have been drawing heavily upon their 
savings, and thereby putting the money into active 
circulation, in order to buy new homes, automobiles 
and other durable goods, as well as to meet the 
pinch of high living costs. 


The Truman Program 


President Truman’s anti-inflation program de- 
livered to the special session of Congress recom- 
mended a variety of measures, including authority 
for inventory control, exchange control, price con- 
trol, allocation, and rationing of scarce commodi- 
ties, together with greaater authority of the Federal 
Reserve Board to regulate bank credit and consumer 
credit, and reimposition of a corporate profits tax. 

As soon as this program was announced, there 
were widespread expressions of doubt as to whether 
the proposed controls would in peacetime be ac- 
cepted by the people, whether if accepted they would 
actually stop inflation, and even whether the Ad- 
ministration sincerely desired to apply them. It is 
generally agreed that further inflation would be a 
bad thing, yet no responsible persons wants to take 
the grave responsibility of drastic action that might 
bring a collapse to our present prosperous condition 


of high volume employ- (Please turn to page 562) 





When national income was _ ex- 
panded greatly during the war, a 
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substantial portion of the increase 200 


was saved instead of being spent. 
This saving was in several different 


IN BILLIONS OF DOLLARS 


TOTAL 
ee 


a 





forms, including on the one hand the §!50 
building up of cash, bank deposits, 
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and the investment in real estate and 
durable goods, and on the other hand 
the liquidation of mortgage, instal- 
ment and other debt. 

In this period the proportion of 
saving to total income jumped to an 
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By E. K. T. fT; 


FLUSH of expected victory which radiates from 
republican national committee headquarters here 
pales when the subject of congressional control 
comes up. Disquieting reports are heard. Down-to- 
earth admission is that Gov. Dewey must win in a 





WASHINGTON SEES: 


In the Presidential race which is claimed by all 
republicans and conceded by a very large per- 
centage of democrats, the year 1952 will loom 
large in political speculation. 

As of today, hope largely sustains such en- 
thusiasm as exists in the democratic high com- 
mand. In that circle reliance for victory is placed 
on the expectation that the voters can be sold 
the idea that the GOP congress failed, and upon 
the American public's inclination to side with the 
under-dog. A Truman victory is conceivable upon 
either of two happenings: a repeat of the Presi- 
dent's facility for zooming to heights of personal 
popularity on occasions, as indicated in some 
past polls; or, a sudden and frightening change 
in the world situation. 

But assuming neither of these things eventuate 
and the Truman-Barkley ticket goes down to de- 
feat: what of 1952? Truman, of course, would 
not be a factor. Barkley would be 74 years old, 
and couldn't be considered. The southern states 
would be in the democratic saddle, but politics- 
wise enough to know that they can defeat a 
candidate but not elect one of their own, Called 
for would be a fresh start, sidetracking of political 
party hacks and wheelhorses, and building up a 
new personality. 

The politicians see two who might fill that bill, 
each of whom could have made headway this 
wa had he been willing. First is Gen Eisen- 

ower, who declared an aloofness from politics— 

but only “at the present time.” The other is 
Justice Douglas whose unavailability was re- 
stricted to “while | am a member of the Supreme 
Court.” . 








landslide or face probable loss of the senate to 
democratic control. With Senator Barkley on the 
national ticket, republican Senator John S. Cooper 
is regarded a “gone goose” in Kentucky; former 
Senator Matthew Neely, democrat, is favored over 
Senator Chapman Revercomb in West Virginia; 
Gov. Robert Kerr, immensely popular Oklahoman, 
is considered a sure bet to succeed to the seat 
vacated by republican Senator Edward Moore. 
MOST INTERESTING campaign for a senate seat is in 
Minnesota. Senator Joseph H. Ball faces the fight 
of his young political life from another political 
youngster, Mayor Robert Humphrey of Minneapolis. 
Ball has been marked by organized labor for defeat 
— an “example” for those who follow Ball in his 
campaigns for greater restrictions on _ unions. 
Humphrey offers a sharp contrast; he’s ultra-liberal, 
and that fact is expected to militate against Henry 
A. Wallace strength, despite the fact the Progres- 
sives also have a senatorial nominee. Victories for 
Neely, Kerr, Humphrey, and for Paul Douglas, 
who’s topping republican Senator W. C. Brooks in 
Illinois polls would give the democrats the four 
seats they need for majority. 

REPUBLICANS are planning their own “special ses- 
sion” to come after the November election but to 
take the form of a meeting of committee chairmen 
and key leaders to prepare an agenda for Jenuary. 
It could produce another “100 Day” program, such 
as was experienced in 1933. Prices, rationing and 
housing would be key considerations, and long- 
range farm program would be considered — all in 
the light of developments between now and the time 
of meeting. But most important would be mapping 
breakwaters against the backflow of a recession, 
should one come; and another “Bretton Woods’’ for 
world currency stabilization. 

CONCERN is being expressed by government agen- 
cies concerned with export trade. Prospects for food 
shipping are not rosy and the Secretary of Agricul- 
ture may be forced to declare many food items 
“surplus” in order to comply with ECA Act require- 
ments and permit payment of an export subsidy on 
the list. Foreign buyers are reported becoming more 
selective — watching U. S. markets, making com- 
parisons with others. 
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There has been no rush on the part of industry 
AA Wh to come out in favor of the National Security Resources 

e Board's recommendation for dispersal of industry. The 
lengthening shadows of the atomic bomb prompted NSRB's 
proposals. Businessmen and industrialists admit the 
theoretical -- perhaps practical -- soundness of the 
idea but the transition can't be brought about over- 
night, if at all. 




















Go To 


] edd it's going to find necessary the compilation of a long 


Before NSRB can build enthusiasm for its plan, 
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list of answers to such compelling questions as: Wha 
access to markets? Transportation? Labor supply and 
conflicting labor regulations of varying impact upon 

business? What to do with existing plant which cannot 
be dismantled and moved; what of the cost of new construction? How to sell stock- 


holders a bill of goods on "security consciousness" in preference to dividends? 









































Thrown out as a trial balloon was the idea of compensating benefits to 
essential defense industries in the form of amortization and depreciation advantages 
under both federal and state laws. Promptreaction indicated there would be public 
resistance to "bribing the corporations to protect their own interests." It's 
hardly likely that industry will move except on that or some similar basis. 

















Dispersal of industry is not a new suggestion. But the reason given now 
-- the atomic bomb's lightning-like destructive force -- is a new predicate. In the 
past there have been sporadic attempts to legislate industries out of centers of 
heavy concentration, on the theory that national economic interests required it. 
There was, for example, the McCarran Bill which never has come out of subcommittee 
hearings; a measure designed to industrialize the Middle West. It could, conceiv- 
ably, win favor in the senate, but the house, topheavy with votes from the populous, 
present industrial zones, would be certain to kill it off. 




















Protests against the voluntary allocation of steel to producers of prefab- 
ricated houses, are pouring into the Senate Small Business Committee. Lustron Cor- 
poration is under the heat of complaint. Firms making enamelled steel products are 
taking the lead in objecting. Burden of the charges being levelled is that Lustron 
would get the 59,000 tons of tons proposed to be set aside. 


























Possible result of the complaints is an investiagtion of the conditions 
under which Lustron obtain use of the Wright airplane plant in Columbus, a govern- 
ment property. Also, the terms covering continued use may come under scrutiny. 
Other objections are that large amounts of high grade steel would be diverted to 
houses, and inquiry is asked on whether there will be sufficient amounts to furnish 
those residence with the equipment in the making of which steel is essential. 


























There's talk in the Capital that the Federal Housing Administration, the 
Home Loan Bank Board, and all other agencies concerned with loans, credit, and 
insurance may be placed under an overall Department of Finance. Herbert Hoover's 
committee on government reorganization leans toward the idea. Six months ago, the 
Hoover name on the forthcoming report would be regarded sufficient to doom it. The 
only living past President, the greatly-misunderstood public leader of the past two 
decades, has zoomed to new heights of public appreciation. Now, his name on the 
document is regarded a guaranty of soundness and practical thinking. 
































Department of Justice is whipping up a new drive, against trusts and 
monopolies, with especial attention to the food and clothing industries. The 
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motive is regarded palpably political. Drives on the big companies are an in- 








evitable ingredient of every political campaign, but there's added transparency to 
the movement when it is considered that food and clothing are singled out. Those 
were the items President Truman wanted brought under price control and rationing 
first. 








Concentration in the next several weeks will be in the areas including and 
surrounding Philadelphia, Jacksonville, and Kansas City. Price fixing is the first 
target of study, says the Department. So far, the government's record in this 
respect is not impressive: one conviction and two consent decrees resulting from 
about a dozen indictments. But there are about 100 cases in various stages of 
preparation, some of which will be rushed into the formal complaint stage. 























It may be that the federal agencies are reading the political stars, or it 
could be that the era of billion dollar figures is waning. At any rate, the War 
Assets Administration recently issued a general press release merely to correct an 
error in a release distributing the preceding day. And the correction concerned 
only one million dollars -- not a billion! So the transition won't seem too abrupt: 
the figure was made a million HIGHER. 




















The Federal Reserve Board doesn't intend to rush new regulations on 
installment buying into effectiveness. While announcement of new controls may come 
on short notice, thirty days will be allowed before they will actually become effec- 
tive. Meanwhile sellers of household furnishings, traditionally marketed on de- 
ferred payment contracts, are complaining there already is a drop in their busi- 
ness. Reason given is that many would-be purchasers are remaining away from their 
show-rooms, having misread newspaper stories and formed the impression that the 
regulations were automatically made effective by congress. 





























Opening wedge, and no more, in the campaign against labor union "feather- 
bedding" practices, is the NLRB approval of an employer-employee contract which 
calls for restoration to the company of money paid to workmen who performed no pro- 
duction and weren't intended to do any work. The case involved cement workmen on 
the West Coast. The regular day for the full crew had been completed but four men 
were needed to do some odd-and-ends of finishing. The four were allowed by the 
union to remain only on condition that the entire crew was paid overtime. 






































Hope is expressed in employer circles that the labor relations board will 
follow and expand its precedent, reaching into situations where, unlike the West 
Coast incident, the union fails to stipulate repayment but, on the contrary, resists 
it. The Taft-Hartley Law forbids "featherbedding" -- but many statutes prohibit 
actions which are condoned by the party imposed upon, and in the absence of com- 
plaint are never officially passed on. 























"Featherbedding" takes many forms. Workmen merely sitting around and 
collecting their pay is the most obvious abuse, but it's seldom that raw. Union 
printers in many instances will strike unless their men are paid for setting up 
advertisements which never appear in print. That happens when one newspaper buys 
the matrices of a complete ad from anotherpaper in the interest of saving time, 
merely recasts and reproduces it. Union printers then set up the same ad, some- 
times a week later, draw their pay, then throw the type into a junk receptacle. 

















In the printers case they actually work, even though what they produce 











tion. Terminal employees who hitch a locomotive to a train of cars and pull it into 
a railroad station actually work and are paid, even though the train engineer who 
has drawn the cars several hundred miles is capable of completing the last several 
hundred feet, as well. The types of cases instanced are not reached under the lat- 
est policy. But the policy might well be extended. 
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ME XI 


Devalues the Peso 





Inflation forced Mexican devaluation, but 
greater and more efficient production is 
needed to assure lasting currency stability. 


Photos by Press Assoc. 


commodities. Then in November 1947, the im- 





By V. L. HOROTH 


es argely because of continuous inflation, the 
Mexican peso was generally regarded as substan- 
tially overvalued at the official exchange parity of 
4.85 pesos (20.6 cents) to one U. S. dollar. As a mat- 
ter of fact, the peso had been a candidate for de- 
valuation for some time. There was much specula- 
tion as to why the Mexican Government persisted 
in pegging it at that level in view of the sacrifices 
involved. It was anybody’s guess when the devalu- 
ation would occur. The step was finally taken on 
July 22, when, apparently in agreement with the 
International Monetary Fund authorities, the Bank 
of Mexico ceased its support of the peso, which 
slumped to about 6.3 pesos to the dollar (15.8 cents). 
It has been fluctuating since between 6.5 and 7 
pesos to the dollar. No exchange controls were im- 
posed; the idea is to let the peso find its own level 
In respect to the dollar. It is expected that by the 
end of this month the currency will once more be 
stabilized. The generally anticipated rate is 6% 
pesos to the dollar (15 cents), which would repre- 
sent a decline of 25 per cent from the old rate. 
What led to the decision of the Mexican author- 
ities to abandon the old rate last month? Why was 
the step taken at this time rather than earlier or 
later? A number of explanations have been offered. 
Probably the most plausible explanation is that 
the measures taken last year to bring about a bet- 
ter balance in Mexican international payments have 
failed to produce the desired results. In July 1947, 
the importation of certain goods regarded as non- 
essential was temporarily suspended, and higher 
import duties were imposed on a selected group of 
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port tariff was rewritten in order to give agri- 

culture and industry more protection. It 

affected several thousand items. Yet despite 

all these measures, the gap in Mexico’s inter- 

national payments has widened rather than 
narrowed, largely as a result of the stepping-up of 
the flight of capital which has been proceeding since 
the end of the war. American capital that went to 
Mexico during the war has been returning, because, 
under the circumstances, investment opportunities 
have been better here than in Mexico. Mexican 
capital has been leaving because of the fear of in- 
flation. At any rate, the flight of capital accelerated 
the drain on the available gold and dollar reserves. 
Under the Mexican law, the currency must be 
backed by a reserve of 25 per cent of gold or dollars. 
That requires Pesos 625 million in gold or dollars, 
equivalent to about $125 million. That is about the 
level to which the holdings of gold and dollars 
dropped by the end of June 1948 from about $376 
million at the end of 1945. o 


Other Reasons 


Another explanation has it that Mexico had been 
negotiating with the International Bank for a loan 
of about $200 million, and that the Bank indicated 
that no loan would be forthcoming until the country 
adopted in cooperation with the International 
Monetary Fund—a more realistic rate of exchange 
for the peso, so as to bring its international pay- 
ments into balance. 

Still another comment is that our State and Com- 
merce Departments have been after Mexico to grant 
some overdue trade concessions, so as to be able 
to defend the results of the Reciprocal Trade Act. 
At the same time, Mexican industrialists are de- 
manding more protection. The devaluation is one 
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way out. The industrialists will get additional pro- 
tection by the amount of the devaluation: at least 
25 per cent. At the same time the Mexican Gov- 
ernment will be able to give us some trade conces- 
sions which may mean little to our exporters but 
may.be a “face saver” to our negotiators. 








United States Imports from Mexico 
(In millions of dollars) 


1939 1946 1947 








Copper and manufactures 7.6 16.1 38.0 
Henequen (fiber and twine) 4.6 19.6 26.6 
Tomatoes and other vegetables a 20.1 26.2 
Lead and manufactures 5.2 7.8 22.5 
Coffee 4.7 13.0 17.8 
Petroleum and products 3.5 10.5 16.2 
Cotton, including cotton waste 8 3.9 Hs 
Bananas, pineapples and other fruit 6.5 10.8 10.6 
Woods and other sawmill products a 10.8 2 
Zinc manufactures 1.4 7.5 95 
Chicle, resins, etc. . 4.0 11.4 8.0 
Fish and shellfish Bs 6.3 8.0 
Cattle 6.0 18.2 ol 
Leather manufactures 4 7.8 1.4 
Cotton cloth and manufactures 10.4 1.0 
All others 7.8 58.5 45.7 
Grand Total 54.4 232.7 254.1 
United States Exports to Mexico 
(In millions of dollars) 

1939 1946 1947 

Automobiles and other vehicles _. 14:0 80.2 95.2 
Industrial machinery .... Le 7.6 67.1 76.4 
lron and steel manufactures 11.5 49.3 67.4 
Electrical equipment and apparatus . 4.4 30.3 49.5 
Chemicals, medicinals, etc. . at 35.4 46.7 
Wheat and flour.............. oe cae 29.7 35.2 
Textile fiber and manufactures “ae 26.8 32.3 
Petroleum and products cout 15.3 23.3 
Miscellaneous food and preparations lb 30.2 41.4 
Wood and paper oe 14.5 20.4 
Rubber and manufactures 7.6 6.6 
Non-ferrous metals and manufactures Jats 4.8 8.5 
All others . Peer ee te tee 18.0 105.2 113.6 
OES eS SER Lae eR MCS. 80.8 496.4 616.5 





Source: U. S. Dept. of Commerce 

















532 


The first question that an American businessman 
is likely to ask is what effect the peso devaluation 
will have on American-Mexican trade. During the 
war, Mexico was our best Latin American customer, 
but last year, because of heavy Argentine and 
Brazilian imports, dropped to third place. The war 


| also encouraged American-Mexican exchange of 


goods at the expense of other countries. In 1947, 
some 75 per cent of all Mexican exports were sent 


| to this country; conversely, we supplied some 8&5 


per cent of all Mexican imports. 


U.S.A.-Mexican Trade 


Before the war, Mexico’s purchases in this coun- 
try averaged about $80 million. Last year it bought 
$627 million worth of our goods (American statis- 
tics), and what is remarkable, the purchases have 
continued fairly heavy despite all the import re- 


| strictions and tariff increases. During the first five 


months of 1948, they were still at the annual rate 
of $550 million. As will be seen from the accom- 
panying table, Mexico bought here chiefly indus- 
trial machinery, motor vehicles, electrical goods and 
appliances, petroleum products, steel mill products, 
chemical products, and dairy products. 

On the import side, Mexico supplied us in 1947 
with about $247 million of goods; this compares 
with the prewar average of about $60 million. Our 
purchases consisted chiefly of cotton, copper, lead, 
zinc, fish, tomatoes, coffee, vanilla beans, henequen 
fiber, chicle, handcrafts, and vegetable waxes. Dur- 
ing the first five months of this year these purchases 
rose to the annual rate of about $290 million. 

The purpose of the devaluation — like that of 
tariff increases and import restrictions before—is 
to reduce the deficit in the trade with this country, 
and this will unquestionably happen. The peso prices 
of our textiles, chemicals, paints, varnishes, dairy 
products, and various other consumer goods will 
go up, and the Mexicans will have to either go 
without them, or buy a domestic product when 
available. Our exports of machinery, electrical ap- 
pliances, trucks and tractors may not be affected at 
all. While our exports to Mexico are bound to de- 
cline, our imports should go on increasing. Since 
the peso prices of such Mexican products as silver, 
lead, zinc, and henequen will go up, their output 
should expand. In the last few years, a considerable 
number of mines had to close because the rise in 
working costs had made the operations unprofitable. 


The Balancing of Payments with the United States 


To what extent is the peso devaluation likely to 
reduce Mexico’s deficit in the international pay- 
ments with the United States? Last year, as the 
reader will see from the second table, Mexico had, 
on the strength of U. S. statistics (which may un- 
derstate the value of Mexican exports to us), a 
trade deficit of about $350 million (silver included). 
However, on the strength of Mexican statistics 
(which overstate the value of non-ferrous exports 
in particular), the trade deficit was only about $250 
million. The truth probably lay somewhere in be- 
tween. The actual deficit may have been around 
$300 million, to which must be added some $75 mil- 
lion representing the dividend and interest pay- 
ments on our investments in Mexico. 

As against these payments, there were substan- 
tial earnings of dollars. Tourist traffic netted Mex- 
ico last year about $80 million (total American 
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tourist expenditures were about $140 million, but 
Mexican visitors spent here about $60 million). 
Remittances of Mexican seasonal workers and emi- 
grants, and the sale of newly mined gold created 
additional dollars. Balancing the debits against the 
credits, it would appear that the gap in Mexico’s 
payments with us was about $215 million—this 
apart from the dollars needed to finance the flight 
of capital from Mexico. 

It would seem that in 1948, as a result of our 
increased purchases and reduced sales, the gap was 
already reduced to about one half or to over $100 
million (during the first five months). To close the 
gap entirely, Mexican imports from us need to 
drop another $100 million or so. In other words, 
Mexican purchases from us need to be brought 
down to about the $450 million level. This calcula- 
tion does not allow for the dollars needed to finance 
the flight of capital. 

The situation may be further helped by increased 
sales of Mexican goods here and by larger net earn- 
ings from tourist trade. Thus far this year the 
number of tourists visiting Mexico was larger than 
in 1947, but their spendings have been less. Nor- 
mally about one-fourth of the tourist dollar is spent 
for handicrafts and novelties. Most of these goods 
are reported to be overpriced as compared with 
similar U. S. products. 


What is the Peso Worth? 


Mexico has been rapidly becoming too expensive 
a country to buy from. Since 1936, when the Mex- 
ican industrialization and road building programs 
got going, the wholesale price level rose, as shown 
in the accompanying chart, over 200 per cent; in 
the same period the cost of living went up over 300 
per cent. The corresponding figures for the United 
States are about 100 and 70 per cent respectively. 

This tremendous rise of wholesale prices and cost 
of living has played havoc with the internal pur- 
chasing power of the peso. On the basis of whole- 
sale-price purchasing power parity comparisons— 
which, we admit, are far from perfect indicators 
—the peso bought in Mexico about 18 cents worth 
of goods (wholesale basis), whereas in the United 
States it would have bought about 20.6 cents worth. 
The cost-of-living parity comparison indicates even 
greater overvaluation of the peso: it bought only 
about 11 cents worth of goods and service, against 
20.6 cents worth in the United States. Averaging 
the two parities, one could venture the opinion that 
the internal purchasing power of the peso is about 
14.5 cents, equivalent to about 6.8 pesos to the dol- 
lar. The so-called equilibrium exchange rate—a rate 
which would keep Mexico’s international payments 
in equilibrium—might, of course, be quite different. 





Will the Devaluation Help? 


While the devaluation means a loss of face for 
the Mexican Government, it does not necessarily 
mean any recession in Mexican business, or any 
curtailment in the development plans, particularly 
if a loan is forthcoming from the International 
Bank. The devaluation should discourage the flight 
of capital and in general bring Mexico’s interna- 
tional payments with the United States into equil- 
ibrium. How long this equilibrium will be main- 
tained depends above all upon what happens to 
Mexican prices and costs—or in other words 
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upon the continuation of a high level of inflation. 

Generally speaking, Mexico’s’. inflation has 
stemmed from two major causes. One has been the 
“Operation Industria’, an ambitious program of 
industrialization which, at least before the war, was 
by and large financed by credit expansion. Indus- 
trialization has been eminently successful, particu- 
larly in the last years, when many new plants have 
been established with the help of American capital 
and technical knowledge. 


The Pressure of Purchasing Power 


But the building of new factories and roads re- 
leased tremendous new purchasing power. The num- 
ber of industrial workers has increased three to 
four times since 1934. Naturally the demand for 
food and consumer goods in general has risen by 
leaps and bounds. The tragedy has been that the 
production of food in particular has failed to ex- 
pand—in fact it has declined, largely as a result of 
the consequences of a series of drastic and radical 
social measures (confisca- (Please turn to page 558) 














Mexico: Balance of Payments in 1947 
(In millions of dollars) 
| General Payments 
| Payments with United States only 
bie é 5 : as 
Mexican U.S. Mexican 
Statistics Statistics Statistics 
Imports from U. S. . $665 $627 $588 
Exports (including silver) 445 277 343 
Trade deficit $220 $350 $245 
Trade deficit adjusted... $300 
Interest and dividends A 83 75 
Total payments ..... . $303 $375 
Receipts: 
Travel ‘ $ 84 $ 80 
Newly-mined gold a 21 20 
Other remittances 67 60 
Total receipts . ee . $172 $160 
Dati... re ore Ni as $131 $215 
Based on the data published in the 1948 Annual Report of the 
Banco. de Mexico. 
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1948 Special Re-appraisals 


of Values, Earnings and Dividend Forecasts 


* * * 
Prospects and Ratings for Steels, Motors, 
Motor Accessories, Building Shares and Rubbers 


Part II 


pr Rae business entered the second half of 
the year in the hope that there will be no marked 
let-down in general economic activity this year. 
Within this broad premise, however, business is con- 
scious of numerous cross currents affecting the out- 
look for various industries. In some lines, demand 
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conditions are such as to assure continued high-level 
operations and earnings. In others, the return to 
buyer’s markets creates increasingly competitive 
conditions while mounting consumer resistance to 
high prices is having similar effect elsewhere. Some 
industries will benefit from ERP and preparedness 
spending; others will not. Some face new shortages 
hampering production while others, better situated, 
can continue peak operations. All of which can 
vitally affect sales and earnings potentials. 


To establish and maintain a constructive invest- 
ment program under current and prospective con- 
ditions, close and continued scrutiny and interpreta- 
tion of changing trends is a prime requisite. Only 
by recourse to reliable facts and trained judgment 
can the investor protect his position. 


To assist our readers in arriving at sound in- 
vestment decisions, The Magazine of Wall Street 
presents its Security Appraisals and Dividend Fore- 
casts at six months intervals, in addition to its regu- 
lar coverage of important developments. By this 
method, the maximum number of industries are 
periodically reviewed on the basis of all available 
information, supplemented by statistical data for 
ready comparisons. Additionally, brief comments on 
the status of each company listed are presented. 


The key to our ratings of investment quality and 
current earnings trends of the individual stocks— 
the last column in the tables preceding our com- 
ments—is as follows: A-+-, Top Quality; A, High 
Grade; B, Good; C+, Fair; C, Marginal. The accom- 
panying numerals indicate current earnings trends 
thus:1—Upward; 2—Steady; 3—Downward. For 
example, Al denotes a stock of high grade invest- 
ment quality with an upward earnings trend. 


Stocks marked with a W in the tabulations are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter X. Purchases for appreciation 
should of course be timed with the trend and in- 
vestment advice presented in the A. T. Miller market 
analysis in every issue of this publication. 
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Photo by U.S. Steel 


By WARREN BEECHER 


4 

 — as a ‘‘prince-or-pauper” industry, 
steel is enjoying an unprecedented stay “in the 
chips.” Nor is the end of this extraordinary pros- 
perity in sight. Skeptics remain doubtful and warn 
of an imminent slackening in demand, accompanied 
by keener price competition and narrowing profit 
margins; but so fas as can be discerned by trade 
authorities, the “day of reckoning” actually is no 
nearer than a year ago. Trustworthy statistics show 
that consumption of almost all important types of 
steel remains at an exceptionally high level in face 
of stiff price advances. Accordingly, domestic out- 
put promises to reach a new peak this year well 
above wartime records and earnings of represent- 
ative producers should compare favorably with the 
brilliant 1947 results. 

Steel producers are not unaware of the dangers 
looming ahead as a consequence of their partici- 
pation in the post-war boom. They recognize the 
threat of sharply reduced profits in the event of a 
sudden drop in sales, for “break-even” points of 
virtually all companies have risen far above levels 
prevailing prior to 1940. Moreover, necessity for 
construction of new plants under current high costs 
raises the threat of difficulties if keenly competitive 
conditions should return. 

Alert managements have taken steps to guard 
against deflationary forces. In most cases, substan- 
tial reserves have been set up to cushion a possible 
sharp fall in prices. New plants have been equipped 
with the most modern machinery designed to raise 
worker efficiency and reduce costs per man hour. 
To some extent, therefore, dangers involved in 
present day high-cost plants are minimized by rea- 
son of greater efficiency that can be achieved. More- 
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over, managements as a rule have pursued a com- 
paratively conservative dividend policy and have 
applied substantial parts of earnings to debt re- 
duction and to write-off of obsolete plants. This 
cautious attitude, although reassuring for the long 
term, probably accounts for lower dividend rates 
than otherwise would be possible and explains the 
comparatively low price-earnings ratios at which 
even the best known steel stocks have been selling 
for some time. 


Buyers’ Market Not In Sight 


In the light of recent significant developments it 
is interesting to ponder the possible effects on oper- 
ating results and dividend policies of leading steel 
producers at a time when demand and production 
come into balance. So far as can be foreseen now, 
conditions resembling a buyers’ market in steel are 
not imminent. In some types of products this situa- 
tion has developed, but the volume of production in- 
volved has been too small to have an over-all in- 
fluence on earnings. As an example, demand for 
stainless steel experienced a setback almost a year 
ago when the shortage of carbon steel sheets became 
so acute that production of appliances requiring 
both steel sheets and stainless components was ad- 
versely affected. Manufacturers of stainless steel en- 
countered higher costs as production slackened with 
the result that margins narrowed considerably. This 
situations has changed for the better, however, and 
prices of stainless products have been raised be- 
latedly. 

The most interesting development of the year in 
steel, however, is the one which may have an im- 
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portant bearing on competitive practices when oper- 
ations eventually return to peace-time normal. It is 
the industry’s recent decision to abandon its widely 
criticized multiple basing point pricing system. As a 
consequence of the Supreme Court’s ruling uphold- 
ing the Federal Trade Commission’s ban on absorp- 
tion of freight charges by cement producers, the 
steel industry decided several weeks ago to antici- 
pate a similar order on the commission’s part for- 
bidding steel manufacturers to quote prices on the 
basis of freight-paid. Hence, steel now is sold f.o.b. 
mill, which means that many consumers must assume 
the burden of sharply increased freight charges. 


Advantages of F.O.B. Pricing 


This situation is all to the good for steel producers 
under current conditions, for they need no longer 
be concerned with rising transportation costs—ex- 
cept on iron ore, coal and other raw materials which 
they themselves purchase. Thus the industry will 
not need to boost prices again to offset a prospective 
additional freight rate rise to compensate for higher 
wages that may be granted by railroads. Moreover, 
so long as demand exceeds supply, steel producers 
need have no fear that their regular customers will 
desert them to patronize producers nearer home. 
Incidentally, the change in pricing policy by which 
steel producers freed themselves from the burden of 
freight costs means a correspondingly important 
saving that should booster gross profits in the last 
half of the year. It is one of the reasons for an op- 
timistic view of 1948 results. 


Longer Range Effects 


What may happen to individual concerns when 
the current extraordinary demand for steel is lessen- 
ing is something else. Economists think continuation 
of the f.o.b. pricing method may lead to confusion— 
including ‘dog-eat-dog’’ competition among’ steel 
producers in areas where production exceeds con- 
sumption and exceptional prosperity for other manu- 
facturers at outlying points where demand for steel 
is far in excess of capacity of local producers. Simi- 
lar problems would face users of steel, too, for con- 
sumers in the Pittsburgh area, for instance, pre- 
sumably would be able to purchase requirements at 
minimun prices since they would be so near to 
sources of supply as to avoid heavy transportation 
costs. Such companies would enjoy unusual advan- 
tages over competitors in the Northeast or in the 
Middle West and the Pacific Coast. It is generally 
agreed that major readjustments are certain—not 
alone in the steel industry but among large con- 
sumers—unless by chance Congress should decide 
the situation warranted legislative action to over- 
rule the Federal Trade Commission. Meantime, so 
far as a current survey of the outlook is concerned, 
it appears unnecessary to give too much weight to 
the question of basing point problems. There will be 
time enough in the future, when consumer demand 
is less aggressive, for considering effects of com- 
petition on individual steel makers. 

Turning now to a look at prospects for the closing 
months of the year, we find production headed for a 
new high record, labor costs once more rising 
sharply and demand holding up surprisingly well in 
the face of the stiff price advance announced in July 
coincident with the decision to shift burden of 
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freight costs to the consumer. Actual statistics are 
lacking thus far to indicate the effect on earnings 
of higher wages, increased cost of fuel, iron ore, 
scrap metal and other materials as well as more 
adequate selling prices, but preliminary estimates 
indicate that the boost averaging about $9.34 a ton 
was more than sufficient, taken in conjunction with 
the freight saving, to compensate for increased pay 
rolls and comparatively large increases in the cost of 
coal and other supplies. Indications are that third 
quarter results may average comfortably ahead of 
June quarter earnings. So far as can be foreseen now, 
earnings of representative steel companies for the 
second half may be quite a little better than in the 
first six months. 

The demand factor remains strong because the 
automobile industry, one of the principal users of 
steel, continues to set a swift pace. Here again, re- 
peated price advances have not “priced the industry 
out of its market.” New passenger cars in the most 
popular models never have been more difficult to 
obtain at list price. Black market premiums have 
been shaded moderately since the peak spring de- 
mand eased, but they have by no means disappeared 
—except perhaps in the case of a few makes which 
have attracted less popular fancy. Dealers continue 
to insist that order books are as full as ever and 
that applications filed currently cannot be filled for 
six months to more than a year. Under such con- 
ditions, it is little wonder that producers of steel 
sheets and other types required by motor car manu- 
facturers feel confident of a high rate of production. 

Steel requiremens for the oils and gas industry 
give promise of remaining scarce for an indefinate 
period. Capacity simply is unavailable to produce 
pipe in sufficient volume to supply demand for ex- 
tensive drillings as well as for new gas pipeline 
systems urgently sought by large eastern markets 
where competitive fuels have risen so sharply. In 
the railroad equipment industry, demand for steel 
will continue active for a prolonged period. In con- 
struction, too, large quantities of steel are being 
used despite widespread complaints of high building 
costs. Shipyards are taking increased amounts now 
that the Navy has stepped up its building program 
and has awarded contracts for new aircraft carries, 
submarines, ete. 

Exports of steel and steel products have increased 
substantially in connection with the European Re- 
covery Plan, intensifying the domestic shortage. 
Even though shipments abroad may be reduced next 
year, as production in Europe is enlarged, little re- 
lief from this source appears probable for consumers 
here over the near term. In fact, so long as inter- 
national affairs remain unsettled and rearmament 
preparations are conducted on a virtual wartime 
basis, it may be optimistic to think that a balance 
between demand and supply can be achieved except 
perhaps in comparatively unimportant types of 
steel products. 


Satisfactory Profit Margins Indicated 


Thus with the demand factor apparently destined 
to remain strong, tending to support the price 
structure, profit margins should remain satisfactory, 
especially for those companies concentrating on hot 
or cold rolled strip, bars, sheets and other scarce 
items and whose mills are strategically located. 

As a matter of general (Please turn to page 560) 
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Statistical Data on Leading Steel and Iron Companies* 





Net Per Share 
1946 1947 Interim 1948 





Price- 
Div. Recent Div. Earnings 
1947. Price Yield¢ Ratiof 


Invest- 
ment 


Rating COMMENTS 





Acme Steel ee $4.54 $7.74 $3.47 6 mos. June 30 


$4.25 $51 83% 66 


B3 Although margins have narrowed, espe- 
cially in specialties, earnings give 
promise of sustaining dividends com- 
parable with 1947. 





Allegheny Ludlum Steel... 5.12 4.66 2.20 6 mos. June 30 


2.00 28 7.1 6.0 


B2 With improvement in outlook for stain- 
less products, earnings seem likely to 
provide adequate coverage for usual 
dividend rate. 





Armco Steel . . S36 7.44 2.98 6 mos. June 30 


2.00 28 7.1 3.8 


B3 Despite moderate setback in profits, 
1948 earnings are expected to prove 
ample for regular dividend and pos- 

____ sible small extra. 





Bethlehem Steel . 3.93 4.98 3.05 6 mos. June 30 





2.00 34 5.7 6.8 


B2 Although rising wage and material 
costs present threat of buyer resistance, 
demand continues urgent, thus assuring 
earnings sufficient to provide wide divi- 
derd coverage. 





Bliss & Laughlin 1.91 3.28 1.17 6 mos. June 30 


7a 15 11.8 4.6 


C+3 Promising outlook for light steels and 
favorable location to markets provide 
best assurance for earnings and divi- 
dends. 





| 
| 
| 
| 
| 


Byers, A. M. . def.88 4.92 6.50 12 mos. June 30 


50 22 2.3 4.5 


C+ | Broadening market for pipes used in 
radiant heating installations and prog- 
ress in cost reduction offer hope of 
earnings stability. 





Carpenter Steel 4.53 6.38 2.84 9 mos. Mar. 31 


3.00 35 8.6 5.5 


B3 Better outlook for scrap supplies, along 
with good consumer demand for high 
alloy products, indicates continued 





Colorado Fuel & Iron def.60 3.40 3.55 9 mos. Mar. 31 


1.05 18 5.8 5.3 


good earnings. 

C+1 Industrial growth in West strengthens 
company’s market position and affords 
hope of more liberal dividends over 
near term. 





Continental Steel ...... 1.89 2.59 2.54 12 mos. June 30 





1.00 16 6.2 6.2 


C+2 Prospect for continued strong demand 
for wire products appears to assure 
adequate earnings to. support modest 





| Crucible Steel .. def2.37 1.12 .94 6 mos. June 30 


Nil 24 3 21.5 


—__—_ dividend rate. 

B—2 Burdens of vast modernization program 
likely to hold down net and prevent 
restoration of common dividends this 





| 
| Eastern Stainless Steel 4.08 def.44 53 3 mos. Mar. 31 
| 


a 17 1.5 


year. 

Cl * Keener competition in stainless products 
and need for improving facilities pre- 
sent serious handicap on dividend out- 
look. 





| Follansbee Steel . » “52 8.22 3.58 6 mos. June 30 


2.50 15 16.7 1.8 


Cl Although moderately lower earnings 
seem likely, indications point to ade- 
quate coverage for liberal dividend 

—__— for this year. 





“Inland Steel .. 297 610 3.06 6mos. June 30 
& 
| 


2.50 44 5.7 7.2 


B2 Above-average progress in earnings, 
due to increased facilities and high 
efficiency, raises hope of a larger year- 

—end extra. 





| intedale leon 99. ~+«234~«#«t2 


6 mos. June 30 


1.20 14 8.5 Ly 


C+2 Economies on fuel as result of purchase 
of mine expected to help earnings, 
while 1947 dividend rate appears well 
covered. 





Jones & Laughlin Steel S19 8.45 4.34 6 mos. June 30 


2.00 34 5.9 4.0 


B2 Despite threat of keener competition 
over longer term, earnings promise to 
show wide coverage and encourage 
hope of extra. 





Keystone Steel & Wire 7.74a 6.904 


3.05 44 6.9 6.4 


B2 Promising outlook has led to proposal 
for stock split, which may provide 
means for adopting more liberal divi- 





National Steel ....... pete. 9.17 12.03 7.18 6 mos. June 30 
X 


4.00 94 4.2 7.8 


——dend next year. 

BI Bright prospects for automotive indus- 
try point to continued high earnings 
and hope of higher dividend rate, pos- 





Republic Steel ee | OS 5.17 2.84 6 mos. June 30 


2.00 27 7.4 A 


—sibly stock spiit. 

B2 Further progress in strengthening com- 
petitive position and improving oper- 
ating efficiency points to a higher divi- 





Sharon Steel 4.39 10.89 6.12 6 mos. June 30 


2.00 38 5.3 3.5 


—dend rate. 

C+2 Maintenance of satisfactory margins 
promises to sustain earnings this year 
and provide wide coverage for divi- 
dends. 





Sloss-Sheffield Steel ............... 54 3.94 2.29 6 mos. June 30 


1.20 2! 5.7 5.3 


C+I Continued good demand for pig iron 
and improved operating efficiency ex- 
plain earnings gains and hope of a 
higher rate. 





Superior Steel oo. 350 3.98 1.97 6 mos. June 30 


1.00 16 6.2 4.0 


C+3 Keener competition looms ahead, but 
good demand should prevent important 
setback in 1948 earnings and dividend 
seems secure. 





ws Pipe & Foundry... ‘1.20 6.01 3.69 6 mos. June 30 


1.60 46 25 7.6 


BI Promising outlook for construction af- 
fords encouragement for high earnings 
and possible increase in dividend rate 





us Steel Sinead 7.28 11.66 6.20 6 mos. June 30 


5.00 76 6.6 6.5 


next year. . 
B2 Recent price advances believed to have 
offset rising costs and point to earnings 





Wheeling Steel ........ secs One © RGAE 8.64 6 mos. June 30 


2.00 48 4.1 KY 


ains, but dividend may not be raised. 
Sood margins on urgently needed con- 
sumer goods lines contribute to high 
earning power and offer hope of a 


B2 





Woodward Pron onc ccccncsnene 2.25 6.11 2.94 6 mos. June 30 


3.00 35 8.6 7 


=. extra. 

ales believed to have passed peak 
and some slackening in earnings may 
be in store, but usual dividends seem 
safe. 


B2 





Youngstown Sheet & Tube... 8.51 = 13.13 7.18 6 mos. June 30 
X 


4.00 78 5.1 6.0 


B2 Favorable outlook for petroleum and 
automotive industries point to con- 
tinued large earnings and possibly 
higher dividend. 





*—Figures adjusted for stock splits and stock dividends. 
t—Based on 1947 dividends. 





t—Based on 1947 earnings. 


a—Fiscal years ended June 30, 1947 and 1948. 
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...... Realistic Appraisal of . 


STOCKS 


BUILDING 


By STANLEY DEVLIN 


Wy iayear estimates of building construction by 
the Departments of both Commerce and Labor point 
to undiminished activity during the balance of 1948. 
Indeed, where the Federal authorities early this year 
foresaw a total volume of around $15 billion for the 
building industry in the current year, they have re- 
cently raised their sights to a potential $18 billion, 
and this does not include revenues from maintenance 
and repairs. Interim reports of many individual con- 
cerns tend to confirm record breaking activities by 
practically all classes of materials suppliers up to 
June 30, and widespread optimism appears to exist 
over prospective results for the full year. 

More ample supplies of steel, lumber, roofing, 
cement and other building essentials helped to speed 
up construction this year compared with 1947, thus 
keeping pipelines relatively free from accumulations, 
as well as stimulating the placement of new orders. 
Though the trend of prices has been upward in gen- 
eral, this seems to have had little effect in deterring 
the start of new construction thus far. The rising in- 
comes of home seekers, along with availability of 
mortgage funds at low rates, appear to have been 
especially influential in stimulating the demand 
for new private houses. During the first five 
months of the current year more than 350,000 dwell- 
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ing units were started, 
28% more than in the 
same period a year earlier. 
The building industry 
sticks to its claims that by 
the end of the year home 
starts will have come close 
to one million, or well 
above the previous record 
of 937,000 in 1926. In this 
event it looks as if residen- 
tial dollar totals for the 
year may reach near $7.3 
billion. 

Continued industrial 
plant expansion in the sec- 
ond half year may begin to 
slow down its former dy- 
namic pace, as completion 
of many programs be- 
comes nearer. At that, vol- 
ume in this field will re- 
main at high levels for 
some time to come, impor- 
tantly sustained by the 
vast construction plans of 
the oil and steel industries, 
and by the need for much 
greater capacity by utili- 
ties all over the country. 
Then, new construction by 
States and municipalities 
has begun to reach sizable 
proportions, with hospi- 
tals, schools, court houses 
and road improvements 
involving very large sums. 

According to the F. W. 
Dodge Corporation, in- 
vestment commitments for 
construction in the 37 
states East of the Rocky 
Mountains hit an all-time 
peak during the first six 
months of 1948. A contract volume of more than $4.7 
billion in the first half year was 36% over the cor- 
responding interval in 1947. In this limited area 
cited, non-residential building gained 60%, residen- 
tial construction 24% and heavy engineering 26%. 
In the heavily populated states of New York and 
New Jersey, however, the most significant gains were 
residential construction. 

In view of all these encouraging reports, it looks 
as if passage of the Government Housing law could 
hardly overcome the shortage of homes or even equal 
current efforts of private builders to improve the 
situation. The controversy over this measure appar- 
ently is based more upon political considerations than 
upon sound economics. Since skilled labor is fully 
employed already, the supply could not be expanded. 
Likewise with all available amounts of lumber, nails, 
steel, bricks, and cement finding almost immediate 
takers at present, intrusion by Washington into the 
construction field would broadly disrupt current oper- 
ations. Under the circumstances, while many munici- 
palities welcome financial assistance from the Gov- 
ernment, they are reluctant to accept it unless all 
administrative responsibilities are granted to them 
also, an unlikely eventuality. 

As for the building industry itself, no need of Fed- 
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Position of Leading Building Materials Stocks 





1946 


1947 


Div. 
Interim 1948 1947 


Recent Div. 


Price Yield 


Range 
1948 


Price- Invest- COMMENTS 
Earnings ment 


Ratio Rating 





Alpha Port. Cement... ‘$2.72 


$3.00 


$3.48 12 mos. June 30 $2.00 


$28 


71% 


31%-25'/ 


Lush Eastern markets and lack of for- 
eign competition warrant optimistic 
appraisal of outlook. Year-end extra 
dividend may be repeated. 


vA Cl 





mia: he 


1.90 


.99 6 mos. June 30 1.00 


15 


6.7 


16%-12!/2 


7.9 C+I1 Well held good earnings likely through 
foreseeable future, with declaration of 
occasional extra dividends. Current rate 


amply secure. 





Armstrong Cork ........... 


2.60 


54 


4.8 


5634-4154 


8.4 Bi Leading maker of hard floorings and 
cork products. Sustained gains in sales 
and earnings assure stable dividends 


and suggest their improvement soon. 





TIPE? a 9 Sa PY 


8.30 6 mos. Dec. 31a 1.75 


29 


6.0 


32-21% 


Dominant manufacturer of hard wood 
floorings. Record demand for com- 
pany’s specialties may extend earnings 
gains. Dividend entirely safe. 


3.0 Bl 





Caletex 2. | ST 


3.57 mos. April30 = 1.12 


30 


3.7 


3436-225, 


4.5 BI Long established specialist in bagasse 
and gypsum waliboards. Uptrend in 
earnings likely to hold. 50 cents per 


share dividend quarterly seems secure. 





Certain-teed Prod. ...... 


1.95 6 mos. June 30 .60 


3.5 


20 -I3'4 


45 C2 Large demand for asphalt shingles 
brightens outlook. Occasional extra 
dividends in current year will probably 


continue to supplement regular rate. 





Congoleum-Nairn ... 1.89 


2.62 & mos. June 30 


33 


6.1 


3634-2854 


72 BI Impressive demand sustaining volume 
and profits satisfactorily. A year-end 
extra dividend likely to be declared, 
as in 1947. 





Gane Gd: t A 


5.18 


2.60 


35 


7.4 


3934-29 


6.8 BI Leading supplier of valves, fittings and 
plumbing specialties. Strong indica- 
tions of continued prosperity suggest 


certainty of dividend stability. 





Devoe & Ray. “A”... 3.50 


5.62 


2.38 6 mos. May 31 1.60 


23 


7.0 


28!/2-22'/2 


4.1 B3 Oldest paint manufacturer, with en- 
larged capacity through recent acquisi- 
tions. Temporary down trend in net 
likely to be reversed soon. Conservative 
dividend amply earned. 





Fintsete: ........ “29 
xX 


6.27 


3.04 28wks.July!7 1.50 


35 


4.3 


4254-31'/g 


5.6 B2 Modernized facilities lifting sales and 
earnings impressively. Already raised 
dividend rate may be supplemented by 


year-end extra. 





Holland Furnace ........ 


1.03 6 mos. June 30 


26 


7.7 


2934-21 '/s 


Sharp decline inorders for heating 
equipment this spring should reduce 
full year earnings, but dividend may 
remain unchanged. 





Johns-Manville ........ 


1.89 6 mos. June 30 1.40 


35 


4.0 


421/4-341/4 


11.0 A2_ Partial completion of postwar expan- 
sion program helping to swell volume 
and net earnings. Capital needs may 
restrict further dividend liberality for 
a while. 





Lehigh Port. Cement... 
X 


4.57 12 mos.June30 1.50 


35 


4.3 


37'/2-3034 


9.3 cr 


High level sales attended by moderate 
gain in earnings. Increase in quarterly 
dividend to 50 cents per share recently 
amply warranted by earnings. 





Lone Star Cement... 5.71 


6 mos. June 30 


63 


6.7 


6874-57!/, 


In addition to many well located do- 
mestic plants, a number in Latin-Amer- 
ica serve to expand sales and profits. 
A year-end extra dividend likely. 


9.3 Bl 





Masonite 0.0... 3.67 


8.53 9 mos. May 31 2.00 


65 


3.1 


6994-47'/ 


8.9 Bl Sharp upturn in earnings this year re- 
flect well sustained demand and ade- 
quate pricing. Payment of liberal extra 


dividends will probably be continued. 





National Gypsum... 2.21 


1.49 6 mos. June 30 75 


44 


2074-1544 


5.9 C+2 Large expansion program a benefit to 
sales and earnings. Conservative divi- 
dend policies entailed to boost work- 


ing capital. 





Otis Elevator _..... a eae 
X 


2.57 & mos. June 30 1.35 


35 


3.9 


37!/2-27 


Dominant in special field. Heavy back- 
log assures near term progress. Divi- 
dend well secure. 





Penn.-Dixie Cement. 2.28 


1.69 6 mos. June 30 1.25 


20 


6.2 


20/g-15'/, 


Uptrend in earnings likely to continue 
through 1948. Year-end extra dividend 
probable. 


6.9 Cl 





Pittsburgh Plate Gl... 1.92 


1.59 6 mos. June 30 1.70 


35 


4.8 


39!/4-34 


Strong demand for automotive and 
construction glass plus paint favors 
outlook. Dividend stability confirmed 
by good earnings. 





Pratt & Lambett........... 


2.95 


42 


7.0 


441/2-37 


8.0 B2 Spring slump in paint demand may 
have lowered interim earnings but con- 
tinuity of dividends seems well indi- 


cated. 





RubOrOl <i 
Xx 


10.88 


6 mos. June 30 


63 


44 


72-54! 


5.8 BI Long successful record as producer of 
asphalt and asbestos shingles now 
reaching new peaks. More liberal divi- 


dends a possibility. 





Thompson Starrett ..... def.69 


def.86 





4V/4- 1%, 


C2 Large building contractors with drab 
earnings record. Current outlook un- 
o— but dividend potentials very 
dark. 





U. S. Gypsum.............. 
Xx 


10.00 


7.15 6 mos. June 30 


100 


4.0 


11334-92!/p 


Dominant unit in special field. Record 
sales sustained by sizable plant expan- 
sion. Sharp upturn in earnings likely to 
increase dividend liberality. 


10.0 Al 





Walworr .. . 1.25 


1.71 


.96 6 mos. June 30 75 


75 


13'4- 8% 


Large demand for pipes and valves 
tending to stabilize earnings but divi- 
dends likely to continue conservative. 


5.8 BI 





Yale & Towne.............. 


1.24 Mar. 31 quar. 


29 


5.5 


3434-27!/2 


Important producer of locks and hard- 
ware. Current prosperous period will 
probably continue. Stable dividend 
indicated. 


5.0 B2 





a—1!947 
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eral pump priming certainly exists in this exceed- 
ingly active field under current conditions, and a 
return of pricing, redtape, rationing and allocations 
would be abhorrent to them. The ending of Title VI 
loans that insured home loans up to 90% of current 
costs does not cloud medium term order potentials 
of the builders, for FHA loans can be readily obtained 
under Title II, though on slightly less favorable 
terms. With a genuine building boom now well under 
way and the uptrend in costs showing signs of flat- 
tening out, all the building industry hopes for is a 
chance to show what they can do if left to themselves. 
Ability to pay high wages has markedly improved 
the labor supply of contractors compared with earlier 
periods. It is reported that more than 2.1 million 
workers are now employed in the industry, more than 
double the number in 1945. 


’ Substantial Sales Gain 


Sales of many leading building materials producers 
gained substantially in the first half, with their net 
earnings also registering impressive advances. This 
was especially true in the case of concerns that have 
nearly or fully completed modernization and expan- 
sion programs, for such improvements have tended 
to step up deliveries. In numerous instances, though, 
rising costs proved a handicap in maintaining ade- 
quate profit margins, so that despite larger sales net 
earnings of some concerns have shown a declining 
tendency. Then again, the abnormally poor weather 
conditions last spring brought lower sales here and 
there, with consequent adverse affect upon profits. In 
such instances third quarter results may prove to be 
more fortunate, for the industry is now in its tradi- 
tionally most active season. 

The building industry is so diverse in character and 
its components are so numerous that practical con- 
siderations limit discussion of more than a few rep- 
resentative concerns. On an appended tabulation we 
present statistics covering quite a list of enterprises 
well established in the field under discussion, show- 
ing latest interim earnings compared with those for 
full 1946 and 1947. The table also reveals dividends 
paid last year, recent price per share, yield and price- 
earnings ratios. Reference to these statistics should 
prove helpful to our readers in connection with our 
comments as we go along. 

In the last column of our tabulation we indicate by 
the figures 1, 2 and 3 whether the earnings trends of 
the various concerns seem to be upward, steady or 
declining respectively. Hardly more than glances at 
these figures are needed to show how impressively 
most of the enterprises are enjoying an improvement 
in recent earnings. Indeed, of 26 concerns on our list 
16 have reported interim earnings on the upgrade, 
while all but one of the others exhibit stability. Since 
more than a dozen branches of the building industry 
are represented on the table, this evidence of wide- 
spread prosperity is interesting to note. In another 
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column we show price-earnings ratios that reveal a 
sharp divergence among the various concerns. Some 
of the stronger concerns with good long records now 
have an average price-earnings ratio of around 10, 
but share prices of many others in relation to their 
earnings are far lower and differ widely from one 
another in this respect. This indicates considerable 
skepticism by investors over the prolonged prosperity 
of many concerns, despite the generally bright hori- 
zon now ahead. 

Among the divisions of the building industry indi- 
cating a favorable trend in earnings are the manu- 
facturers of roofing and low priced partitions and 
walls. Though 1947 earnings of Johns-Manville, for 
example, showed an impressive improvement over 
the previous year, the $1.89 per share earned in the 
first half of 1948 indicates a further gain over last 
year. Substantially accounting for this good showing 
is the sizable expansion program undertaken by this 
concern during postwar. Gradual completion of this 
planning has tended to increase sales and profits in a 
marked manner, and these advantages should be 
steadily reflected by a further uptrend in the medium 
term. Abnormally heavy demand for gypsum prod- 
ucts has likewise helped to extend last year’s earnings 
gains achieved by U.S. Gypsum Company. This sound 
concern reported net earnings of $10 per share in 
1947, a record showing up till then, but in the first 
six months of 1948 net soared to $7.15, an annual 
rate of around $14 per share. Similar progress is evi- 
dent in the case of Celotex Corporation, the leading 
supplier of wallboards made from corn stalks and 
recently expanding its activities into the gypsum 
field. Improved products, along with larger manu- 
facturing capacity, have enabled all of these concerns 
to swell sales and to expand profits, though in some 
cases margins have been somewhat pinched by rising 
costs. 


Cement Industry 


Manufacturers of cement generally have been ex- 
periencing a demand well in excess of capacity. 
According to the Bureau of Mines, May shipments of 
cement soared to more than 19.5 million barrels, up 
2714 % over the same month a year ago. It is thought 
that present stocks in the hands of cement manufac- 
turers are now down to about 12 million barrels from 
a high of 20.3 million barrels last February. This 
branch of the building industry is now in the midst 
of its heaviest shipping season, having accumulated 
large supplies during the relatively dull winter 
months, but has been forced to exceed rated capacity 
on the production end in order to meet current de- 
mand. Under the circumstances it appears unlikely 
that the Supreme Court ruling that has enforced 
strict FOB billing policies for this industry will not 
importantly affect its earnings potentials. The larger 
cement manufacturers have widely dispersed plant 
locations, and where they (Please turn to page 557) 
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_ Ae wuits the automotive 
industry as a whole estab- 
lished all-time peak earnings 
records last year, indications 
are strong that 1948 will 
prove equally, if not more, 
satisfactory. Producers of 
commercial vehicles, however, 
have undoubtedly begun to 
experience a shrinking de- 
mand, although manufacturers of passenger cars are 
accumulating backlogs at a strong rate. But re- 
strictions upon installment credit now invite cau- 
tion in weighing the longer term potentials of this 
industry. Export sales, too, have shown a declining 
tendency, thus providing new food for thought. On 
balance, there are plenty of conflicting factors to 
consider in examining the industry’s road ahead, 
though the outlook for the remainder of 1948 seems 
bright in the passenger car division. 

According to the Automobile Manufacturers 
Association, total sales of automobiles in the United 
States during the first half of 1948 were 6% over 
the same interval in the previous year. In other 
words, the industry shipped 2,488,301 cars and 
trucks in six months this year compared with 2,348,- 
647 in the earlier period of 1947. June shipments, 
when broken down, give a clue to trends that are 
developing in the various divisions. June factory 
sales of 312,406 passenger cars compared with 
225,461 in May. Surprisingly enough, sales of trucks 
spurted upward in June, too, for a total of 117,572 
against 789 in the previous month, but only 1,055 
coaches were delivered compared with 1,281 in May. 
Of equal interest were exports of 115,011 passenger 
cars in the first half year compared with 131,828 
in the same period of 1947, 103,255 trucks versus 
182,512 and 1,289 coaches against 1,178 on a com- 
parable basis. Despite these divergent trends, the 
industry has now set its sights to produce more cars 
and trucks during the current year than the pre- 
vious record of 5,358,420 in 1929, and at midyear 
was well on the way to accomplish the feat. But 
such optimism may be slightly tempered if steel 
supplies prove to be inadequate. 


Current Output Below Capacity 


It should be realized that the automobive indus- 
try, as result of postwar expansion, could theoretic- 
ally produce far more vehicles than the figures we 
have just cited might indicate. Were it not for 
scarcities of steel and periodic work stoppages, the 
car manufacturers conceivably could turn out more 
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than 5 million passenger cars alone in a year, along 
with more than a million trucks. But over-all de- 
mand for steel, now expanded somewhat by mili- 
tary needs and by ERP, promises to hold the indus- 
try to well below capacity limits for some time to 
come. 

As the second half begins, order backlogs of most 
automobile manufacturers are thought to be the 
largest on record. With the national income con- 
stantly establishing new peaks and with a huge 
number of over-age cars still held back from the 
boneyard, higher prices for powered vehicles seem 
to be no deterrent to consumer buying as yet. This 
apparent disregard of prices far above prewar 
levels, of course, has been intensified by black 
market premiums for second hand cars and by easy 
credit terms, though record personal incomes ob- 
viously are a major factor. The time has come, 
however, when cautious managements are realizing 
that some of the abnormalities influencing car buy- 
ing are likely to diminish. 


Early End of Premium Market? 


Indeed, there are evident signs that recklessly 
paid premiums for a new car, which has become 
“second hand” after driving it around the block, 
will soon pass into history, except perhaps for a 
few most popular makes. In part this is due to the 
steady advance in retail prices by dealers. This has 
tended to narrow the profits in the used car lots, 
for there is a limit to what the bulk of prospective 
buyers can or will pay. Since quite a percentage 
of backlog orders originates from customers whose 
sole aim is to resell at a quick profit, it is possible 
that the backlogs will become less dependable as 
time goes on, especially as orders of this kind often 
represent duplications. 

The drop in automobile exports mentioned earlier 
in our discussion has been mainly due to growing 
scarcity of American dollars in many foreign areas. 
Numerous countries abroad have now labelled 
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American cars as “unessential’’, and this applies 
even to trucks. In other nations, such as prosper- 
ous Switzerland, it is said that American models as 
late as 1947 are now a glut upon the market and 
can be picked up almost on the spot at heavy dis- 
counts from original prices. This is considered due 
to their high cost of operation compared with the 
smaller European cars, and their relatively large 
size that is often a handicap on narrow foreign 


highways. A continued decline in car shipments 
overseas clearly mars the otherwise near term 
bright outlook of the automotive industry, but for 
a time at least the domestic demand will prove an 
effective offset. 

If Regulation W is restored to curb installment 
credit activities, new order accumulations by the 
automotive industry might be highly sensitive to 
such a development. A (Please turn to page 559) 








Statistical Position of Automobile and Truck Manufacturers 





Div. 


1947 Interim 1948 1947 Price 


Recent 


Price- Invest- 
Div. 


Yield* 


Earnings ment 
Ratiot Rating 


Range 


1948 COMMENTS 





a i ee $3.96 $ .30 6mos.June30 $2.00 $10 


20.0% 19 2.5 C+3 Lower demand for heavy trucks affect- 


ing earnings adversely of late. Dividend 
outlook clouded. 


-10'/4 





Chrysler 7.72 4.11 6mos.June30 2.87 60 
X 


4.8 6534-5234 7.8 BI Operations in first half year highly 


profitable and outlook good. Dividends 
earned by wide margin and could be 
improved. 








Diamond T ........... 2.29 4.53 1.73 6 mos. June 30 1.75 


11.0 1934-15 3.5 C+2 


Important specialist in heavy and light | 
trucks. Despite downtrend in sales, first 
half earnings fair enough to warrant | 
dividend stability. | 





Federal Motor Truck 1.30 3.11 6 mos. June 30 90 8 


Six months earnings sharply lowered by | 
smaller sales. Modest dividend may 
experience no change. 


11.2 12'/- 81, 2.6 B3 





Fruehauf Trailer . 4.30. 2.53 6 mos. June 30 1.00 20 


| 
Increased production of light trucks has 
sustained earnings impressively. Cur- 
rent dividend amply assured. 


5.0 2435-177, 6.4 BI 





General Motors . 4.55 6mos.June30 3.00 65 


4.6 Sharp rise in earnings covers dividends | 
more than twice over, but increased 
liberality will hinge upon capital | 
requirements. } 


65 -50/2 10.4 BI 





Hudson Motor Car 1.51 3.17 2.29 6mos. June 30 40 


| 
Independent manufacturer enjoying | 
volume and earnings gains. Continued 
extras should supplement regular divi- 
dends. 


2.2 223%4-14, 5.7 Cl 





Kaiser-Frazer .. def4.82 1.36 6 mos. June 30 Nil 


25 Cl Operating handicaps during first half 
year likely to reduce 1948 earnings 
somewhat, but sellers market sustaining 
large sales. Capital needs preclude 


early dividends. 


15V/4- 8Y/g 





Mack Trucks .... . def.74 1.64 6mos.June30 2.75 2! 


13.0 2744-21, 3.8 B3 


Reduced demand for specialties caus- | 
ing lower earnings. But strong finances | 
support expectations of stable divi- | 
dends. | 





Nash-Kelvinator ........ 59 4.17 3.56 9mos.June30 1.10 


6.1 2154-1434 4.3 Cr 


ucts bringing earnings into uptrend. 
Dividends more liberal than in 1947 and 


| 
Expanding sales of all company prod: | 
likely to prove stable. | 





Packard Motor . 32 26 6 mos. June 30 


3.0 53%- 4/5 Cri 


Long established reputation helping to | 
swell sales and net earnings. Prospects | 
for year-end extra dividend good. 





Reo Motors 10.11 2.00 6mos.June30 3.00 


15.8 2934-215 C+3 Significantly lower earnings thus far in| 
1948 followed sharp reduction in truck | 
demand. But no immediate change in | 


dividend indicated. 





40 3.45 6 mos. June 30 50 26 


Studebaker 
xX 


Postwar modernization now reaping | 
substantial benefits, as revealed by 
higher earnings. Increased dividend 
liberality quite possible before long. 


294-16 6.7 C+ 





Twin Coach def3.57 4.59 Nil 


6 mos. June 30 


1414- 974 29 Lower incoming orders likely to reduce 
earnings for full year from flush 1947 


levels. No dividends indicated during 
1948, 





2.66 20 


White Motor . 6 mos. June 30 
W 


75 2434-19 25 B2 


Earnings should remain substantial 
though well under last year. Conserva- 
tive dividend amply protected by 
earnings in first half year. 





Willys-Overland . .08 99 1.75 9 mos. June 30 Nil 


oe 12 - 6% cH 


Sales of jeep trucks, station wagons and 
related models continue heavy. Sharp 
uptrend in earnings may initiate divi- 
dends unless capital needs prevent. 





*—Based on 1947 dividends. 
t—Based on 1947 earnings. 
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By C. F. MORGAN 


7. atest interim earnings reports tend to 
confirm early in the year predictions that 1948 will 
prove to be a banner year for the automobile parts 
manufacturers. Since 1947 established previous peak 
records for many of these concerns, the current 
outlook is more than usually significant. Not all 
concerns in the industry are reporting encourag- 
ing progress, but special circumstances of transient 
character often account for this laggard perform- 
ance. So many enterprises in this special field, how- 
ever, seem to be experiencing an uptrend in earn- 
ings, that the over-all picture should be highly en- 
couraging to investors interested in the group. 

The fortunes of the auto parts industry are tra- 
ditionally allied with those of the car manufacturers, 
and since it looks as if 1948 may witness a pro- 
duction of well over 5 million automobiles and 
trucks, the outlook for the parts suppliers is cor- 
respondingly enhanced. Manufacturers of parts for 
original equipment stand to reap possibly greater 
benefits than those relying strongly on replacement 
items. This is because the tremendous accumulated 
demand for repair items during war years became 
satisfactorily met by the end of 1947, thus tending 
to reduce their sale during the current year. Even 
so, the large number of ancient cars still on the 
roads has caused demand for replacement parts to 
level off on a basis far above average prewar years. 

Added to record sales of original equipment for 
the automotive industry, along with numerous un- 
related products that many of the parts manufac- 
turers now make, volume gains during the first half 
year have been a common occurrence. More ample 
supplies of steel and other essential materials have 
made for smoother operations generally, and though 
strikes here and there have been, and in some cases 
still are, a serious handicap, many concerns have 
been able to widen profit margins on an enlarged 
volume. Last year the industry’s total sales 
amounted to more than $2.2 billion and barring the 
unexpected may well exceed this record in 1948. 
In this event, net earnings should continue the up- 
trend developed during the first six months. Net 
income of at least 16 important parts manufacturers 
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= scored gains in 
the March 
quarter, and 
later reports 
indicate that 
even a larger 
number could 
could be in- 
cluded at mid- 
year. 

Uncertain- 
ties on the 
horizon natur- 
ally should re- 
strain undue 
optimism over 
the outlook for 
this industry, 
both in the 
near term 
range and over 
a prolonged 
period. Avail- 
able steel sup- 
ply during 
coming months 
will continue to 
be a determinant factor of progress by practically 
all concerns in the field. As yet it has not become 
entirely clear how much steel will be diverted for 
the European Recovery Program or the National 
Defense undertaking. Preliminary estimates in con- 
nection with ERP still await final adjustments, and 
no one can appraise the possible impact of alloca- 
tions. Then although labor troubles have been pretty 
well smoothed out in many key industries, espe- 
cially among the car manufacturers, some long 
drawn out strikes continue to raise worries for the 
parts producers. Signs are growing that a continu- 
ation of these work interruptions may create pro- 
duction difficulties for some large customers in turn, 
especially those dependent upon basic foundry 
items. Unless these difficulties are soon relieved, 
order placements for parts may have to be deferred 
for a while. At worst, these adverse factors should 
prove to be of short duration. 


Continued High Demand Seen 


Looking ahead, the growth of population in the 
nation, plus prospects that personal incomes will 
reach new peaks in the current year, make it very 
unlikely that demand for automobiles will signifi- 
cantly recede during the medium term. The more 
conservative managements in the automobile indus- 
try see little chance of supply catching up with 
demand for at least two years to come. The pros- 
pect of stricter curbs upon installment credits may 
well result in preventing many would be: buyers 
from placing orders for new automobiles. On the 
other hand, backlog orders have been piling up much 
faster than shipments could be made, so the up- 
trend in new business could be reversed consider- 
ably without serious affect upon production and 
sales. Indeed, one of the leading finance companies 
has pointed out that so many car buyers are now 
paying cash in full, and such a large number of 
orders are for fleets, that a restoration of Regula- 
tion W should not affect total sales volume as seri- 
ously as might be supposed. 

One factor that is serving to sustain sales and 
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| Statistical Data on Leading Automatic Parts and Accessories Companies* 





————Neet Per Share 
1946 1947 Interim 1948 


Div. 
1947 


Recent 
Price Yield${ Ratiof 


Price- 


Div. Earnings 1948 


Range 


Invest- 
ment 
Rating 


COMMENTS 





American Bosch... $ .55 $1.53 $ .43 3 mosfl April 4 


$ .75 


$14 


5.4% 


9.1 


14%,- 93%, 


C+I 


Sale by Alien Enemy Custodian to 
aggressive new ownership a favorable 
factor. No near term change in divi- 
dends indicated. 





Bendix Aviation ..... 37) =©7.58 1.97 6mos. Mar. 31 


2.00 


32 


6.3 


4.2 


3834-26 


Well entrenched supplier of automobile 
and aircraft parts. Earnings trend up- 
ward. Comparisons with previous year 
distorted by big tax credits in 1947. 
Dividend amply earned. 





Bohn Alum. & Brass 4.66 54 1.55 6 mos. June 30 


28 


7.1 


3794-2794 


Strikes and lower replacement demand 
curtailed earnings in first half, but im- 
provement now likely. Dividend appears 
stable. 





Borg-Warner . 3.66 8.37 6.09 6mos. June 30 


60 


3.4 


Ups 


66!/4-42'/2 


One of the strongest and best diversi- 
fied units in the industry. Sharp uptrend 
in earnings suggests further payment of 
extra dividends in due course. 








Bower Roller Bear. 3.23 5.16 1.46 3 mos. Mar. 31 


38 


5.3 


7.4 


42 -33'%, 


B2 





Expanding d d for company’s spe- | 
cialties at firm prices causing improved | 
earnings. Dividends this year may total | 
near $3 per share. | 





Briggs Mfg. 2.25 3.86 2.69 6 mos. June 30 


31 


6.5 


8.0 


3674-27%, 


Ct 


Large demand for automobile bodies | 
and plumbing supplies should sustain 
earnings near 1947 level in current year. | 
Dividend seems entirely safe. 





Briggs & Stratton... 3.15 4.44 2.84 6 mos. June 30 


31 


8.1 


7.0 


3434-25'/, 


Important producer of small hp engines. | 
Improved earnings status points to con- 
tinued declaration of small extra divi- | 
dends. | 





Budd Company .....def!.46 97 ~—-1.37 6 mos. June 30 


10.3 


11%- 


Cl 


Record sales of automobile parts and | 
railroad equipment raising earnings to 
peak proportions. But no improvement | 
in dividend rate seems likely soon. 





Campbell, Wyant & 
Canon: .. 2.98 5.20 1.23 3 mos. Mar. 31 


27 


9.3 


14 


31'/4-249% 


Ca 


Long strike has adversely affected 
earnings in first half. Normal earnings | 
should amply cover dividends in near | 
term. 





Clark Equipment... 1.94 8.21 5.06 6 mos. June 30 


37 


7.4 


4.5 


3814-27354 


Earnings in uptrend for third year, with | 
new record probable for 1948. Dividend | 
well assured and year-end extra likely. 





Cleveland seed 
ee 3.64 4.32 1.6 


6 mos. June 30 


2.50 


27 


9:3 


6.3 


34!/2-263% 


Over heavy customer inventories have 
reduced sales and profits but at current 
levels the dividend seems amply pro- | 
tected. 





Collins & Aikman 6.36 .60 .65 3 mos. May 29 


1.50 


22 


6.8 


2544-199%, 


A leading supplier of upholstery to | 
automotive trade. In contrast to last | 
year's slump in sales, an uptrend now | 
brightens outlook. No change in divi- | 
dend probable. 

| 





Dana Copp. .............. 44 5.23 4.73 9 mos. May 31 


70 


25 


2.8 


4.8 


3034-20 


BI 


New products and large parts orders | 
sustaining earnings at record levels. 
But capital need may hinder payment 
of larger dividends. 





Eaton Mfg. .......... 4.02 8.34 6.29 6mos. June 30 


62 


8.1 


7.4 


655-47\/4 


Strong trade position and expanded | 
facilities combine to sustain sharp | 
earnings uptrend. Company might pay 
liberal extra dividend at year-end. 





Electric Auto-Lite 2.72, 7.17 1.81 3 mos. Mar. 31 


47 


6.4 


6.6 


56 -43 


Earnings continue at rate close to 1947 | 
record levels. But capital ay" preclude | 
and heavy borrowings may preclude 
dividend improvement. 





Elec. Storage Batt. 3.62 6.87 2.05 6 mos. June 30 


53 


5.7 


7.7 


5634-491/, 


Long sustained dividend record | 
strengthened by current favorable earn- | 
ings. No change in dividend probable. | 





Hayes Mfg. ...... 24 1.57 2.44 9mos. June 30 


Nil 


6.4 


IIW- bl, 


Cl 


Record sales fortified by large back- 
log. Earnings tending upward. Re- 
sumed dividends in 1948 could be en- 
larged. 





Houdaille-Hershey 1.35 4.61 50 6 mos. June 30 


1.00 


7.1 


3.0 


1834-14 


Cars 


Operating _ handicaps adversely af- 
fected earnings in first half but decided 
improvement now probable. $1 divi- 
dend seems safe. 





Kelsey-Hays “B”...defl.52 5.36 4.21 9 mos. May 31 


1D 


20 


3.7 


3.7 


22!/2-17 


Ca) 


Volume and earnings holding at high 
level. Favorable outlook assures divi- 
dend stability. 





MidlandSteelProd. 2.90 11.21 2.10 3 mos. Mar. 31 


42 


95 


3.7 


48 -35 


> 


Cr 


High costs causing slight recession in 
earnings but far above average results 
expected for full year. Dividend amply 
earned. 





Motor Products ........ 1.21 4.78 6.11 9mos. Mar. 31 


1.50 


27 


§.5 


yf 


29'/2-305%4 


Cr) 


Record fiscal year ended in June 
achieved by diversified production. 50 
cents quarterly dividend entirely secure. 





Motor Wheel 1.47 2.63 1.51 6 mos. June 30 


1.20 


21 


5.7 


8.0 


23 -191/, 


Carl 


Expanded facilities and diversified 
products holding sales and profits at 
satisfactory levels. No variation in 
dividend looked for. 





Murry Corp. of Am. def.77 2.85 —-1.55 9 mos. May 31 


1.00 


7.7 


4.5 


17 -13 


C+2 


Model changes restricting earnings 
slightly but probable uptrend in sight. 
Conservative dividend well covered by 
net income. 





Raybestos-Man. .... 2.63 3.72 91 3 mos. Mar. 31 


2.00 


30 


6.6 


3474-28!/, 


B2 


Large sales offsetting narrower spreads. 
Earnings for full year should about 
equal good showing in 1947. Dividend 
appears secure. 





Reynolds Spring ....def3.25 1.91 91 6 mos. Mar. 31 


Nil 


4.2 


113%- hy 


CarZ 


Scant materials causing slight down- 
trend in earnings but later resumption 
of dividends not unlikely. 





t—Based on 1947 earnings. 








*—Figures adjusted for stock splits and stock dividends. 


t—Based on 1947 dividends. 
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profits of the parts producers at a high level is the 
broad scale product diversification now employed 
by many of the larger concerns. This industry, like 
its big brother the automobile field, has been tradi- 
tionally sensitive to cyclical swings in the economy. 
Taking a lesson from sad experience in the early 
1930s, many parts manufacturers have gone well 
afield in their postwar activities to establish markets 
for many items unrelated to their former normal 
output. In a large manner this trend was stimu- 
lated by the exigencies of war production. Numer- 
ous concerns in this field found it both necessary 
and profitable to manufacture military equipment 
and since the end of the war have continued to 
supply the Armed Forces on a moderate scale. 
Others have gone in for production of refrigerators, 
household appliances, oil heaters, radios and what 
not. Current heavy demand for many of these 
varied products is swelling sales of more than one 
important motor accessory manufacturer and help- 
ing to lift earnings impressively. Should a reces- 
sion in business occur, these steps towards diversi- 
fication might aid in stabilizing volume. 


Supplier Position and Pricing Policies 


Another element in the equation that is helping to 
maintain earnings at above average levels is the 
unusual dependence of the automobile industry upon 
its numerous parts suppliers under current condi- 
tions. Automobile manufacturers themselves pro- 
duce huge quantities of accessories, but their facil- 
ities are far from sufficient to supply their major 
needs. In normal times, however, they can pick and 
choose among hundreds of outside sources in plac- 
ing contracts, incidentally enforcing tight pricing 
policies and limited term arrangements. With car 
production now of record proportions and steadily 
advancing prices accepted by the public, the car 
manufacturers can afford to be more liberal with 
their suppliers, and in their pressure to assure de- 
livery of wanted parts they are reluctant to shift 
from one source to another as long as deliveries are 
fairly prompt. All of this works strongly to the 


advantage of the suppliers and should continue as 
long as car manufacturing remains highly active. 
Furthermore it tends to spread business over a wide 
range of competitors. As soon as die costs have 
been amortized, profits of many parts producers 
tend to rise fast. 

Now that the Armament Program is getting rap- 
idly under way, many of the motor parts makers 
will undoubtedly receive sizable orders from manu- 
facturers of aircraft and other munitions. For many 
months past the Government has been completing a 
survey of all industries to determine potentials for 
military production in an emergency. Those con- 
cerns best qualified to handle orders are certain to 
benefit from the military program soon, and experi- 
enced concerns such as Thompson Products, Bendix 
Aviation and others can surely count upon substan- 
tially expanding their backlogs as a result. For 
many concerns in the industry these new orders 
should prove very substantial, and it is certain 
that they will be allotted all the materials they need 
to step up production. The question will arise, how- 
ever, whether increased business of this kind will 
prove as profitable as that it may replace. On this 
point, such concerns as have lately completed large 
scale expansion programs may find more favorable 
answers. 

Over a period of years, though, it is important 
to realize that the main buying power that sup- 
ports the parts industry is highly concentrated in 
the hands of a limited number of automobile con- 
cerns. In consequence the existence of severe com- 
petition normally tends to hold profits margins to 
a rather low level. Prior to the war this percentage 
for many of the larger concerns averaged around 
10%, although the figures differed widely among 
various concerns. As for ratios of net income to 
sales, the spread has traditionally been very nar- 
row and continues to be so even during these ab- 
normally prosperous times, allowing for the usual 
exceptions to the rule. Even in a record year like 
1947 the average net profit margin for 38 concerns 
in this group was about 6.2%. Considering the 
significant rise in break- (Please turn to page 562) 











Statistical Data on Leading Automatic Parts and Accessories Companies* (Contd) 





—_—————Net Per Share 








Div. Recent Div. Earnings 1948 ment 
Price Yield{ Ratiot 


Price- Invest- 


Range Rating COMMENTS 





| 
| 
| 
| 1946 1947 Interim 1948 1947 
| Smith, A. O. 4.52 3.23 4.81 9 mos. April 30 1.00 30 


Huge demand for pipe and automobile 
frames creating record prosperity. 25 
cents quarterly dividends seem very 
corservative. 


3.3 9.3 35!/-24 Bl 











Standard Steel Sp. 1.08 2.28 1.30 6 mos. June 30 50 14 





Stewart-Warner . 1.65 1.88  .70 3 mos. Mar. 31 1.00 13 


3 O7247~—S—tC«Y~S«*BH-12/g_ = C++ Broad demand for company’s many 


Bhtts Cee Favorable operating conditions and 
/4 /4 heavy demand beneficial to earnings. 
Recent lift of dividend to 25 cents per 
share points to stability. 


3.6 6.1 





products should maintain earnings close 
to last year’s level. Dividends should 
continue at 25 cents quarterly. 








Thermoid ........ 213 «= 1.46 .35 3 mos. Mar. 31 90 8 


C+2 Fabricator of asbestos and rubber 
products. Earnings continue at fair 
rate, but dividends paid in stock rather 
than cash in first half year. 


11.2 6.9 1034-8 








Thompson Prod. ...... 2.71 9.57 5.04 6mos. June 30 2.00 56 


Heavy sales of automotive and air- 
craft parts likely to sustain record 
profits. Further extra dividends more 
than possible. 


3.6 © 5.9 591/,-393%, BI 














| Timken Detroit Axle 1.43 2.91 2.84 9 mos. Mar. 31 1.25 20 6.2 6.9 23%-17 B—I Diversified output benefitting sales. 
| Uptrend in earnings warranting more 
_ iti eral disbursements in 1948. 

Timken Roller Bear. 2.27. 4.59 1.39 3 mos. Mar. 31 3.00 49 6.1 10.6 55 -44 B2 Heavy demand for company’s special- 
ties causing record prosperity. Divi- 
dend stability assured. 

Young,L.A.,Sprin Sharp uptrend in volume and profits 

& Wire —. 67 3.52 4.11 9mos.April30 1.00 21 4.9 60 23 -15% Bp ceete lend to peered Cee 








*—Figures adjusted for stock splits and stock dividends. 
t—Based on 1947 earnings. 








t—Based on | 947 dividends. 
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But the synthetic product has | 
become a vital competitor, 
able to stand on its own mer- §@ 
its both as to price and quality. 


1948-49 Prospects 


for the RUBBERS 


By HENRY L. BLACKBURN 


Tre tire and rubber business has his- 
torically been one of the most erratic of the major 
industries. In pre-war days it was a “feast or 
famine” industry, with earnings changes exagger- 
ated by inventory gains or losses, despite the gen- 
eral policy of setting up substantial reserves. It 
was affected by the cyclic swings of the motor in- 
dustry, still its biggest customer despite increased 
diversification in other lines. During the 1930’s it 
became increasingly competitive, with price-cutting 
whenever sales lagged behind production. Moreover, 
the Akron area, center of the tire industry, suffered 
for some years from choronic labor troubles. But 
during the war the industry rode high, with a 
practically unlimited demand for its products, 
though there were some difficulties due to the scar- 
city of natural rubber and the problem of blending 
natural and synthetic. 

This historical background explains the erratic 
price record of the tire and rubber stocks. They 
acted worse than the general market in 1934-5 and 
again in 1940-42, but made a better showing in 
later years because of skyrocketing war-time and 
post-war earnings. Reconversion presented no spe- 
cial problems and the backlog of deferred demand 
for civilian tires was huge. However, despite the 
postwar period of prosperity, the rubber shares 
have continued to offer higher yields and lower 
price earnings ratios than the general run of in- 
dustrial stocks. Investors still regard the tire stocks 
as essentially speculative, and seem to fear a 
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return to pre-war _ conditions. 

Thus this year, too, the tire and 

rubber shares acted less favor- 

ably than the average industrial 

stock this year; they made a some- 

what smaller advance in the “little 

bull market” and they have now receded a little 

more from the highs. This action reflects antici- 

pation of smaller earnings this year, due to lower 

profit margins; also perhaps fears of moderate 

over-production. With deferred replacement demand 

for rubber goods pretty well satisfied, it was antici- 

pated that earnings would decline (replacements 

are usually more profitable than production for 

original equipment. To some extent these fears have 

been borne out by earnings reports, but generally 
less than earlier expected. 

Thus Goodrich for the first half year reported net 
profits of $7.64 per share compared with last year’s 
$7.82, with sales for the period down only 1.8%. U. S. 
Rubber also made a good showing with gross sales 
and net per share only slightly below last year. Good- 
year reported per share net of $6.16 compared with 
$4.90 for last year’s first half, on a 10% increase in 
sales. Firestone number two producer based on last 
year’s sales), made a poorer showing, with gross 
down 15 per cent and share earnings off 12 per cent 
for the six months ended April. The smaller com- 
panies showed more drastic declines. For example, 
General’s gross was off 24 per cent and net for com- 
mon was down 40 per cent. Dayton’s sales shrank 28 
per cent in the six months ended April and net was 
only 45c vs. $2.31. Lee’s sales were off 13 per cent and 
share earnings were $3.64 vs. $5.76 in the April 
half year. 
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Norwalk, a very small company, reported a deficit 
of 15c in the six months ended March vs. earnings 
of 92c in the corresponding previous period. Seiber- 
ling was the only company to show gains in gross 
and net; but this was due to the effect of last year’s 
strike on 1947 earnings. 

The price of natural rubber has advanced sharp- 
ly this year, reaching a recent post-war high of 
25ec a pound from which it has since declined to 
2314c. The advance has been due in part to stock- 
piling by Washington—and much more must be 
bought to complete the projected stockpile—as well 
as to heavy buying by Russia. Other countries have 
also been encouraged to buy rubber in the Orient 
because the product could be purchased in sterling 
rather than in dollars, and sterling is much more 
plentiful. 


Costs and Prices 


Labor costs have of course advanced this year 
but the industry has been relatively free of labor 
trouble. The CIO has discovered that a strike costs 
the employees millions of dollars, while they were 
able this year by collective bargaining to obtain 
third-round pay boosts of $200 a year (plus fringe 
benefits) at an estimated cost of only 60c per 
employee. + 

On July 6, Goodrich raised tire and tube prices 
about 44% to 6 per cent; Goodyear and General 
announced similar or larger increases. Firestone, 
Seiberling and others followed suit. These increases 
hardly seem adequate to offset rising costs. How- 
ever, the concerted action of the industry in raising 





prices indicates that price-cutting is not a serious 
or near-term prospect except perhaps in a few 
retail items. ry 

A slightly discouraging factor, in appraising the 
outlook for the second half, is the growth of tire 
inventories, although they have not reached ab- 
normal levels as yet. Shipments of tires and tubes 
are estimated for the first half this year and in 1947 
as follows (all figures in millions) : 








Tires Tubes 
6 Mos. 6 Mos. 6 Mos. 6 Mos. 
1948 1947 1948 1947 
Shipments 
Original Equipment 13.0 12.5 13.0 12.5 
Replacements 23.9 306 19.1 23.0 
Export 1.0 ig 6 1.5 
Total 37.9 44.8 32.7 37.0 
Production 42.3 49.0 34.7 428 
Inventory 
(end of month) 11.4 6.3 9.9 9.3 


The industry has been somewhat handicapped this 
year by the partial change-over from synthetic to 
natural rubber, with resulting higher costs. Syn- 
thetic rubber is now produced more cheaply than 
natural rubber. Standard G.R.S. is 18144c a pound 
or about 3c less than the average cost of natural 
rubber of mixed grades used by the companies. 
However, while artificial rubber has some excellent 
qualities under certain conditions, it does not stand 
up as well in tires as (Please turn to page 561) 











Statistical Position of Leading Tire and Rubber Manufacturers 





Net 


Current Inven- 


Price- _Invest- 


Assets tories 


'$ Million) 





1947 


Net Per Share 
Interim 1948 





Div. 
1947 


Recent 
Price 


Div. 
Yield 


Earnings 
Ratio 


ment 
Rating 


COMMENTS 





Dayton Rubber . 


$64 $4.9 


$3.80 


$.45 6 mos. April 30 


$1.20 


$12 


10.0% 


EOF 


C3 


Volatile stock with erratic earnings; 
dividend not earned in 6 months ended 
April but $1.20 rate may be maintained 
if earnings improve as anticipated. 





— Tire & Rub... 


145.6 123.0 


13.46 


6.04 6 mos. April 30 


4.00 


46 


8.7 


3.4 


B2 


Consistent earner in recent years: while 
earnings decline likely this year, $4 rate 
should continue. 





General Tire & Rub... 


24.5 


2.46 6 mos. May 31 


2.00 


23 


8.7 


2.5 


Cra 


$2 dividend is very conservative in rela- 
tion to $9 earnings of past 2 fiscal years 
and can be maintained despite shrink- 
age in 1% 





Goodrich, B. F. .......... 
X 


135.7 88.9 


16.18 


7.64 6 mos. June 30 


5.00 


56 


8.9 


3.5 


B2 


Current earnings estimated around $13 
vs. $16 last year. The $4 rate should 
continue, but the $1 year-end extra is 
less certain. 





Goodyear Tire & Rub. 
X 


243.0 149.3 


10.93 


6.16 & mos. June 30 


4.00 


43 


%2 


3.9 


B2 


With exceptionally strong cash posi- 
tion, the conservative $4 dividend rate 
is expected to continue in view of ex- 
cellent earnings. 





Lee Rubber & Tire...... 


PAF 6.4 


9.47 


3.64 6 mos. April 30 


3.00 b 


38 


7.9 


4.0 


B3 


With aill-common-stock capitalization 
and very strong cash position, company 
could easily maintain $3 rate. including 
$! extra, despite lower earnings. 





Norwalk Tire & Rub.. 


2 1.2 


1.00 


def.15 6 mos. Mar. 31 


37 


7.4 


5.0 


C3 


Company is highly marginal with 
erratic earninbs and dividend record. 
With lower earnings and poor cash 
position, dividend this year appears 


unlikely. 





Seiberling Rubber ...... 


8.7 6.2 


58 


59 6 mos. June 30 


-50 


7.1 


12.0 


Made a very poor showing last year due 
to strike troubles, and while improve- 
ment is probable this year, the divi- 
dend outlook remains uncertain. 





U. S. Rubber.......... 
X 


; VIO 


121.4 


9.39 


4.70 6 mos. June 30 


4.00 


45 


8.9 


4.8 


Past earnings have been somewhat 
irregular, but annual $4 dividend more 
than earned in first half and should 
continue. 








b—Plus 5% in stock. 
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PROFIT 
INCOME 


Reactions 


So far the market decline looks 
like that which followed the May- 
July recovery in 1947. That rise 
lasted roughly 9 weeks and took 
the industrial average up about 
24 points from 163. The March- 
June rise this year lasted 12 
weeks, although its final 4 weeks 
added almost nothing, and took 
the industrials up 28 points from 
165. A year ago the ensuing re- 
action ran for about 8 weeks, with 
minor interruptions, lowering the 
industrials from the July top by 
roughly 7%, the rail average 9%. 
The present drab affair has run 
for a bit over 8 weeks, figured to 
the low point up to this writing; 
and has dropped the industrials 
about 8% from the June high, the 
rails about 9% from their July 
high. In both cases the market 
sold off on fear or uncertainty 
about what might be around the 
corner, rather than on anything 
more definite. A year ago the 


fears were premature. So far as 
the domestic economy is con- 
cerned, probably they are pre- 
mature now. 
Rallies 

Despite the boom in business 
and earnings, it has been impos- 
sible for the market to have a sus- 
tained advance. Barring war, a 
sustained decline might also be 
out of the picture until there is 
some actual deflation of business 
and earnings to feed it. During 
the past two years or so the mar- 
ket has had a very poor “baiting 
average” in forecasting business. 
In the present economic-political 
environment, two months of look- 
ing on the dark side, cancelling 
about half of the March-June rise, 
might be enough for the time 
being. This column would avoid 
being aggressively bearish right 
now. A year ago, after a compar- 
able decline, the market rallied 
back, over a 4-week stretch, to 
within very close striking dis- 








INI oUiSin ts sigs cade itusstrere shenastosveatscest 
RPP UR RGIS 8556 55 -ucssneccccicceccsesccccunsesenese 
Burroughs Adding Machine........................ 
SIN ERIN copa cnpssccccuscdesshveceenssyeseceesons 
Columbian Carbon 
Goodyear Tire & Rubber......................... 
Link-Belt 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


PIs teh itncav enn es sachs ecevsteoacvesscnsescesess 


1948 1947 
Year June 30 $6.36 $3.53 
9 mos. June 26 5.81 5.01 
6 mos. June 30 1.32 53 
6 mos. June 30 3.49 1.72 
6 mos. June 30 2.18 2.00 
6 mos. June 30 6.16 4.90 
6 mos. June 30 6.16 4.14 
6 mos. June 30 2.30 1.33 
6 mos. June 30 2.11 1.76 
6 mos. June 30 2.30 2.05 




















tance of the previous highs. This 
column questions whether it will 
do that well on the next rally ; but 
such rally probably will better 
present prices materially—again 
barring war. 


Credit 

The restriction on consumer 
credit will not prevent a further 
rise in the volume and profits of 
the leading finance companies. 
Auto sales financing, their big- 
gest item, is still much below pre- 
war. A. E. Duncan, chairman of 
the Commerical Credit Company, 
states that the management “does 
not anticipate any difficulty in 
fully employing our resources.” 
We stated here a few weeks ago 
that 1948 profits of this company 
would score a sharp gain, perhaps 
closely approaching the prewar 
peak of $7.10 a share. Since then 
a profit of $4.23 a share was re- 
ported for the first half year. So 
we have to revise the projection. 
It looks like better than $8 a 
share for the full year, easily 
justifying a $3 to $4 dividend 
rate, against $2.60 now. The 
stock, now around 48, offers good 
value. Its relative market position 
is likely to be improved over a 
period of time. Hence, as regards 
both income return and market 
potentials, it is a suitable issue 
into which to switch from less de- 
sirable holdings. 


Best 

The stock of Best & Co., operat- 
ing one of the leading Fifth Ave- 
nue (New York City) department 
stores and 14 branch stores, 
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strikes this column as a conserva- 
tive retail issue which is attrac- 
tive for longer-term holding. 
Earnings will be around $5 a 
share, or a little better, for the fis- 
cal year ending next January 31, 
against $4.36 last year. The indi- 
cated dividend is $2.50 ($2.00 reg- 
ular plus 50 cents extra). yielding 
9.6% at current market price of 
26. Even on the regular dividend 
the return would be 7. 7%. Divi- 
dends have been paid each year 
since 1927. Best caters to the mid- 
dle-and-upper income class, and 
its volume holds much better in re- 
cessions than does that of general 
retail trade. It has long specia- 
lized mainly in women’s and 
children’s apparel. The large 
growth of the child population, 
reflecting the record number of 
marriages in recent years, will be 
strongly in its favor for a period 
of years. With total assets of 
about $24 million, and sales now 
at about $40-million a year rate, 
the capitalization is only $5 mil- 
lion in long-term debt and 600,000 
common shares. 


Policy 

Some investors insist on keep- 
ing their money working all the 
time, and largely in common 
stocks. In some cases this is 
pretty much instinctive. In others 
the policy rests on the belief that 
the investor will fare about as 
well, and maybe better, in holding 
good stocks permanently as he 
will in trying to benefit from mar- 
ket swings. This column is not in- 
clined to argue the point, except 
to say that there are advantages 
and disadvantages, risks and re- 
wards, in any approach to invest- 
ment. There is something to be 
said for the keep-the-money- 
working principle of investment 
if (1) the stocks held are those of 
top-flight companies with reason- 
ably assured long term prospects; 
if (2) they are bought at either 
low or moderate market prices, 
and provide a satisfactory divi- 
dend return; if (3) stand-pattism 
does not go to the untenable ex- 
treme of refusing ever to shift 
any holdings, regardless of 
changes that are bound to occur in 
individual company situations 
over an extended period of time; 
and if(4) reasonable peace of 
mind can be maintained through 
the inevitable periods when hold- 
ings show paper losses. 


Examples 

Whatever we might think about 
it, the fact remains that there 
are large numbers of buy-for 
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keeps investors, and it is up to 
this column to try to be of ser- 
vice to them as weil as to those 
who are willing to shift the ratios 
between cash reserves and invest- 
ment holdings in the light of gen- 
eral market conditions. As a 
partial list of stocks for long term 
purchase, the writer offers the 
following: Dow Chemical, Gen- 
eral Motors, Libbey-Owens-Ford, 
Best, Commerical Credit, Sears 
Roebuck, Standard Oil of Califor- 
nia, Continental Oil, Standard Oil 
of New Jersey, Union Oil, Borden, 
National Dairy Products, Con- 
tinental Can, Kennecott Copper, 
Sutherland Paper, Industrial 
Rayon, Consolidated Natural Gas, 
Sterling Drug and Woolworth. 


Recap 

Minneapolis-Moline has_ been 
faring considerably better in the 
market than the average low- 
price stock—and, for that mater, 
better than the industrial average. 
At this writing it is 234 points 
under this year’s high of 1814, 
which was within about 1 point of 
the 1946 bull-market high, and 
512 points above the year’s low 
of 105%. The stock is selling at a 
little over 2 times earnings, which 
for the current year will be some- 
where in the vicinity of $7 a 
share. The company’s prewar rec- 
ord was poor and there are arrears 
on the preferred stock. Plans to 
clear these through a recapitaliza- 
tion have long been rumored. The 
action of the preferred stock, sell- 
ing much above par, suggests that 
there probably is something in the 
wind. If so, the common could 
have a sizable advance from pres- 
ent levels in any kind of market 
except one that is falling to 
pieces. A logical surmise is that 
if the company cannot recap with 
earnings where they are now — 
and with farm income where it is 
and likely to be less in due time— 
it probably never can. However, 
the opportunity for recapitalizing 


is so glaring, that it is hard to be- 
lieve it can be passed up. 


Value 

The only thing we do not like 
about Addressograph-Multigraph 
Corporation is the name, which is 
a mouthful; but one can always 
call it Addresso for short. This 
column figures that there will be, 
permanently, a great many more 
individual business concerns than 
before the war, that total business 
done will be on a new plateau 
much above the prewar average 
and that wages of office help are 
up for keeps. All of which bright- 
ens the long term outlook for 
makers of office machines, quite 
aside from the present accumu- 
lated-demand boom. One of the 
most up-and-coming of such 
manufacturers, with an excep- 
tionally strong competitive posi- 
tion because of specialization, is 
Addresso. Earnings are running 
at an annual rate of about $7 a 
share, the indicated dividend is 
$2.50, yielding nearly 6.6% at 
current price of 38. The stock 
meets good support, as the high 
for the year to date was 4114, 
within 14 point of the 1946 bull- 
market high and the low was 
2814. The latter is the highest 
annual low, with the exception of 
301% last year, since the present 
company was formed in a 1930 
merger. 
Packers 

Despite fantastic meat prices, 
stocks of most packers are within 
striking distance of the year’s 
lows. This is no paradox. Meat is 
having its final inflationary whirl. 
Deflation may be a fair distance 
ahead, for it takes time to trans- 
late plentiful corn into meat; but 
the market knows it is coming. 
Even a moderate degree of price 
deflation—which is all that Gov- 
ernment support policy will per- 
mit—will do profits of meat 
packers some harm and no pos- 
sible good. 


























DECLINES SHOWN IN RECENT EARNINGS REPORTS 

1948 1947 
Abbott Laboratories ......................ccsccceee 6 mos. June 30 $2.82 $3.05 
PUGRTCRNE AOE os oii sce ccciccccesncccsecscicecess 6 mos. June 30 def. .89 def. .46 
American Export Lines ............................ 6 mos. June 30 1.22 2.08 
American Hide & Leather.......................... Year June 30 1.06 2.31 
UNA TNO oo eseis cee nsidscncecncasseccaxsens 6 mos. June 30 2.55 2.69 
ROREQIOMIOININEGE CORRS 5 <.ccc0csccicccscccensscececeses 6 mos. June 30 1.67 2.32 
Madison Square Garden ........................ Year May 31 1.56 1.89 
MRE COEDS = 5 oo ouics och les cdescelesnacowcvasiens 6 mos. June 30 1.56 3.50 
Pittsburgh Coke & Chemical.................... 6 mos. June 30 1.48 3.26 
CARON Ol oon oc dacs gsoccccawstccédunacnacasecscsens 6 mos. June 30 1.85 2.41 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Franc Exchange Experience 


“Tt may interest you to know how the 
French Authorities are acting toward 
U.S. A. investors in French securities. 

“I have quite a sum of money on de- 
posit and also bonds with the ‘Credit 
Lyennaise, Paris. The cash accruing 
from the redemption of Government and 
Municipal bonds and interest. 

“IT understand that the official rate of 
exchange is 214 Francs for one U.S.A. 
dollar. At my request to the ‘Credit 
Lyonnaise’ to remit to me my cash bal- 
ance, they wrote that the French Au- 
thorities will give their permission for 
the remittance if I will accept the rate 
of exchange of about 305 Frances to the 
dollar. (This I believe is the Black 
Market rate of exchange). I consider 
this rather sharp practice (I could use 
a stronger term) and it seems to me to 
be a peculiar procedure on the part of a 
‘So Great’ Nation as France; especially 
when the French have received and are 
getting so much from us ‘poor little’ 
U.S.A. taxpayers. 

“IT think somebody in Washington 
should know about this Black Market 
offer of 305 Frances to the dollar. 

“From one who was in and out of 
France for 30 years, I suggest: Search 
in the socks—under the mattresses—dig 
in the gardens of those little French 
NON Taxpayers. ‘Thar are billions of 
gold in them thar places’. My private 
opinion is that France is playing us for 
‘suckers’ and are having one big lau~/ 

“How those French love Americans 
(dollars). On the slightest argument 
their favorite expression is ‘Allez chez 
vous! Qui-est que vous cherchez dans 
notre payee!’ 

Translation: ‘Go home! What do you 
want in our country!’ 

“You will have noted I feel pretty 
‘bitter’ about the offer I recetved—after 
the losses I have already had on French 


Bonds.” 
W.C.S., New York, N. Y. 


There is more than one official 
exchange rate for American dol- 
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lars. The 214 Francs to the dollar 
rate applies to imports of Amer- 
ican goods and equipment essen- 
tial to the improvement of the 
French economy. The rate of 305 
Francs to the dollar’ applies to 
other things such as your de- 
posited funds. If you accept this 
rate, there is also a French tax 
to consider. The Black Market 
rate is substantially more than 
305 Francs to the dollar. 

As to your remarks on the French 
who have hidden resources that 
are not playing their part in the 
reconstruction of their country, 
there are other Americans who 
also believe that some French 
people as well as Englishmen and 
other Europeans of substantial 
means, are not contributing as 
fully as they might and thus the 
American taxpayer is carrying a 
greater burden than need be. 

Only very recently, the French 
Finance Minister, Reynard, 
warned the Assembly that 
“France must get back on her 
own feet before American tax- 
payers get tired of paying 6% 
of their taxes for European aid”’. 

Ruberoid Company 

“Please report recent sales volume 


and profits of the Ruberoid Company.” 
T. J., Akron, Ohio 


The Ruberoid Company, manu- 
facturers of asphalt and asbestos 
building and insulating products, 
reported for the three months 
ended June30, 1948, net profit of 
$1,401,180, equal to $3.52 per 
share, after providing for re- 





6 
Answonrs to Ingurrucs 


serves and estimated taxes. Net 
profit of $1,184,238, equal to 
$2.85 per share, was reported in 
the second quarter of 1947. Net 
sales in the June quarter of 1948 
amounted to $15,468,403, com- 
pared with $13,067,528 in the like 
period of last year. Substantial 
gains in sales were made in each 
month of the June quarter, and 
June sales were larger than in 
any previous month in the com- 
pany’s history. 

For the first six months of 1948 
net profit amounted to $2,708,679, 
equal to $6.81 per share, com- 
pared with $2,211,402, equal to 
$5.56 per share, in the corres- 
ponding period last year. Net 
sales in the first half of this year 
aggregated $29,461,909, com- 
pared with $25,271,672 in the first 
half of 1947. Prospects for the 
balance of the year continue 
highly favorable. 

Dividend payments in the first 
half of 1948 amounted to $1.00 a 
share and $2.75 per share was 
paid for the full year of 1947 and 
this included extras. 


Goebel Brewing Company 


“Please furnish information as to re- 
cent earnings, sales volume and pros- 
pects for Goebel Brewing Company.” 

F. P., Buffalo, New Yor!: 

Goebel Brewing Company re- 
ported a 24.6% increase in sales 
for the first six months of 1948 
as compared with the first half 
of 1947. Sales for the six months 
period of 1948 totalled $10,481,- 
843 as compared with $8,410,551 
in 1947. 

For the quarter ended June 30, 
1948, company reported a net 
profit of $420,830 equal to 28.1 
cents per share, after provision 
for taxes of $259,000. This com- 
pares with a net profit of $386,- 
787, equal to 27.7 cents per share, 
after provision for taxes of $237,- 
350, in the same period last year. 

Sales for the quarter ended 
June 30, 1948 were $5,955,909, 
up 26% over second-quarter sales 
in 1947 of $4,727,792. 

With Gobel’s expansion pro- 

(Please turn to page 558) 
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Keeping Abneast of Industrial 


° and Company News ° 





The effects that television is having upon the 
public are already being noticed. A recent survey 
disclosed the fact that owners of video sets have cur- 
tailed their movie-going by 20 per cent, their attend- 
ance at night clubs by 42 per cent, and their reading 
by 18 per cent. Least affected was sport attendance. 
Hardest hit was radio listening, which dropped off 
26 per cent in the daytime and 68 per cent in the 
evening hours. 

The steel industry, ever hungry for ore, has started 
test drilling in northern New York State to determine 
whether the iron ore in that region is of marketable 
quantity and quality. Among the firms engaged in 
this work are Republic Steel Corporation, Jones & 
Laughlin, and Hanna Ore. The area was a principal 
source of iron ore during much of the last century, 
was later superseded by the Mesabi range in Minne- 
sota. 

Increases in industrial productivity of as much as 
300 per cent per operation have been obtained by 
new developments in industrial refrigeration. This 
has been disclosed by the Frigidaire division of Gen- 
eral Motors, which cited many important new uses 
of this technique, among which were the cooling of 
metal parts for shrink fits, constant metal cooling 
for more accuracy in machine cutting operations, 
and many others. 

The paper industry may look forward to a new 
source of supply to ease the shortage of printing 
stock. By using synthetic resin, woods such as 
maple, beech, birch, and poplar can be used to make 
a paper of excellent quality. The discovery of this 
process is important because the supply of woods 
ordinarily used is rapidly decreasing. Large quan- 
tities of the new moods are available, whose use is 
more economical. 

A new aluminum foil wrapper developed by the 
Reynolds Metal Company for the tobacco industry 
has been successfully introduced in two large Mid- 
west cities, according to G. A. Moore, vice president. 
He states that the new package is similar in appear- 
ance to the old, but since it is electrically heat-sealed 
at all edges by means of a special plastic compound, 
it preserves the freshness of the tobacco twice as 
effectively as the paper and cellophane wrappers 
currently in use. 

The air conditioning industry expects to achieve 
a record-breaking business volume of $235,000,000 
this year. Commercial installations account for the 
bulk of sales but small self-contained units for home 
or office use are registering the largest percentage 
gain. Technical improvements which have made air- 
conditioning equipment more rugged and compact 
than before the war are steadily broadening the 
market. The expected 1948 volume will be nearly 
four times that of 1945. 
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An outside paint for homes, which is said to be 
entirely lead-free and sunproof, has been developed 
by the Pittsburgh Plate Glass Company. According 
to compaltiy spokesmen, this paint will not darken 
in industrial areas or where sulphurous gases are 
present, and is a boon not only to residents of in- 
dustrial areas but of equal importance to home 
owners in suburban residential and other non-in- 
dustrial areas. 


Gulf Oil Company has demonstrated a magnetic 
device which is capable of detecting from the cabin 
of an airplane in normal flight, the presence of rock 
formations deep below the surface of the earth. 
Company officials term the new instrument a valu- 
able reconnaissance tool and declare that it may 
greatly aid man’s never-ending search for under- 
ground pools of petroleum or metallic ores. Already 
250,000 square miles of land and sea areas, pre- 
viously uncharted, have been explored but results 
have not yet been made public. 


Synthesizing tests preliminary to production of 
the new vitamin B-12, the recently isolated liver 
factor that is said to counteract pernicious anemia, 
are being conducted by Merck & Co. The substance 
is said to be extremely powerful in minute doses 
and is exceptionally complex, but the company does 
not expect that this will be an obstacle to produc- 
tion. The company also plans to use this new vita- 
min as an enriching element in poultry feed. 


As a step toward eliminating engine failures of 
airplanes in flight, Sperry Corporation has developed 
an intricate warning system through which crews 
“see” the inner workings of their power plants. This 
complex system predetects power plant troubles in 
flight, feeds to the flight engineer warnings of mal- 
functioning in even minute parts of an engine, and 
enables him to evaluate the seriousness of the 
trouble. Pan American Airways will install this de- 
vice on its Boeing Stratocruiser this fall. 


The automobile industry last week built its 100,- 
000,000th vehicle. Industry officials estimate that 
since 1893, when the Duryea Brothers built their 
first car, and through the end of the first two weeks 
in August, the industry has turned out 100,044,355 
vehicles. 


By acquiring a steel plant in McKeesport, Pennsyl- 
vania, Keysey-Hayes Wheel Co. will become the first 
big fabricator to move into the Pittsburgh area since 
the method of selling steel was put on an FOB basis. 
This bears out predictions of steel industry spokes- 
men that fabricators would begin moving to big 
steel producing centers as a result of a Supreme 


Court decision outlawing the basing point method 


of pricing. 
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By E. K. A. 


As anticipated, the credit curbs finally ratified by Congress 
will prove relatively mild restraints on bank credit, and 
hence of no drastic value as an inflation brake. That is, if 
— mm business as a whole con- 
a tinues good. It is for the lat- 

BUSINESS ACTIVITY|| | ter reason, that businessmen 

PER CAPITA Basis ===4| | are far from ignoring them. 

M. W.S. INDEX =——]]] Many are wondering how 

~ it will affect the trend of 

a T }| | business at a time when de- 

| flationary signs are increas- 
190 _] 




















ing, when sales in many 
lines are beginning to lag 
noticeably. The latter is true 
not only of soft goods where 
consumer resistance has 
been concentrated; it ap- 
plies equally to consumer 
" durables which heretofore 
almost “sold themselves” 
and for which deferred de- 
mand is far from fully met. 

But the latest price hikes, 
in the wake of higher steel 
and other costs including 
third round wage boosts, 
are having their effect on 
demand, and another bout 
between inflationary and 
deflationary forces is de- 
veloping, this time includ- 
ing durable lines. It will 
mean keener competition 
and the need for bigger 
sales drives to maintain vol- 
ume. Proof of this is seen in 
plans of leading manufac- 
turers for new sales cam- 
paigns coupled with pro- 
visions to make installment 
buying more attractive. Ob- 
viously these concerns do 
not dismiss the return of 
tighter installment credit 
regulations as of relatively 
little consequence; rather 
they view it as calling for 
far-reaching steps to meet 
the implied threat to sales. 
“Also they realize full well 
} \ that the deferred demand 


is beginning to feel its age. 
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Fact is that buyers increasingly have the edge over sellers. 
In more and more lines, rising production is providing an 
abundance of goods, some of which are piling up as higher 
prices militate against expanding sales. This is borne out by 
the strong uptrend in finished goods inventories. While out- 
put rose, sales have flattened out. Should the autumn pickup 
in retail trade fail to materialize in the expected degree, 
some manufacturers will find themselves in an unenviable 
inventory position. Realizing this, few are currently rushing 
to replenish raw materials stocks; they want to see first how 
consumer demand is shaping up after the mid-summer lull. 
An autumn pickup in business is a foregone conclusion; but 
if it falls short of expectations, it will mean that the long 
expected postwar business “correction” may be nearer at 
hand than anticipated. In fact it will mean the beginning of 
just that! Next month will tell the story. 


Caution in Soft Goods Lines 


This being so, merchandising executives are carefully not- 
ing consumer reaction to new price lines, with a tendency on 
the part of some—mainly in soft goods—to eliminate any 
lines that encounter marked buyer resistance. By the same 
token, manufacturers’ inventories stress the most acceptably 
priced goods. And like retail distributors, producers have 
curtailed operations in higher priced, harder-to-move mer- 
chandise. This largely explains the current gloomy attitude of 
soft goods manufacturers, some of whom have been forced 
to cut operations. 


‘Chills and Fever’’ 


Business generally has been suffering from a chills-and- 
fever inflation, and at no time was this more apparent than 
during the first half of the year. Following the latest ‘fever 
spell”, caused by third round wage increase impacts, things 
now again look a bit chilly to many. Just before mid-year, 
we seemed to approach a semblance of economic equil- 
ibrium; but the new inflation fever has changed all that, and 
the greater the fever, the more vulnerable our economy will 
become. Hence the new “chills.” 


Wait and See 


Rising optimism about autumn retail trade has not been 
potent enough to dispel them, since the implied gain in 
confidence thus far has not been reflected in a flurry of 
buying. Latest department store sales figures show a sub- 
stantial rise, but it takes a sustained and well-marked recov- 
ery to convince business that fears of price upsets and 
waning sales have been premature or exaggerated. Pending 
such reassurance, one must necessarily reserve judgment as 
to the further course of business, despite continued existence 
of strong props in the capital ie industries, 
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The Business Analyst 





MONEY AND CREDIT—Stock and bond markets were gen- 
erally reactionary since our last writing; though foreign gov- 
ernment dollar bonds showed a better tone, while New York 
bank stocks rallied sharply helped by brighter earnings pros- 
pect expected to result from higher interest rates. President 
Truman predicts a $1.5 billion deficit for fiscal '49; but Repub- 
lican fiscal authorities look for a surplus—perhaps topping 
$5 billion. Treasury raises rates on short term Federal securities 
by !/3°%; but expects to maintain the 2!/2%, rate on long term 
bonds. Federal Reserve raises discount rate and buying rate 
for bankers’ acceptances to 1!/%. Bankers’ a and 
commercial paper rates lifted '/g°, by commercial banks. Con- 
gress authorizes rise in reserve requirements and restoration of 
consumer credit controls. 


TRADE—Department store sales in fortnight ended Aug. 7 
were 12%, ts last year, against gain of only 7%, for year 
to date. June wholesale sales were 12% ahead of last year, 
against rise of only 9% for six months. 


INDUSTRY—Business activity in fortnight ended Aug. 7 ex- 
panded fractionally to a level 5% above last year—same 
increase as shown he the month of July. Expenditures for new 
construction during July, and for seven months, were 36%, 
ahead of the like periods last year. Government thinks this 
year’s total will reach $18 billion, and that 956,000 privately 
financed dwelling units will be started. Leading industrial cor- 
porations report for the first half an average increase of 15%, 
earned on net worth as compared with the like period last 
year. Largest increases were shown by petroleum and mining; 
but amusement and beverages reported sizeable declines. 
Storm warnings appear to suggest that the business boom may 
peak this year. 


COMMODITIES—Farm products prices continue to slip under 
promise of bumper harvests this year. Futures in a number of 
instances drop to prices well under Government support levels; 
but resistance to further declines will probably develop in the 
not too distant future. 


fe) 
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Business Activity expanded fractionally in the fortnight 
ended Aug. 7 to a level 5% above last year at this time—the 
same increase that was shown for the month of July. This Pub- 
lication’s business index for July receded to 188.3%, of the 
1935-9 average, compared with 190.8 in June and 178.9 for 
July, 1947. On a per capita basis, our business index for July 
registered 166.3% of the 1935-9 average, against 169.1 in 
June and 160.9 for July of last year. 

“a 





* 

Department Store Sales in the fortnight ended Aug. 7 
expanded to 12%, above the like period last year, against a 
cumulative gain of only 7%, for the year to date. June Whole- 
sale Sales were 12% ahead of last year, against a rise of 
only 9%, for six months. Durable goods sales in June were 18°/, 
above the like month last year; but non-durables were up only 
10%, while sales of apparel were off 5%. 

. * & 

Expenditures on new Construction during July reached a 
new monthly record total of $1,724 million. This and the seven- 
months’ total of $9.4 billion, were 36% above the like periods 
last year. Earlier in the year, the Commerce and Labor Depart- 
ments estimated that $15.6 billion would be spent on new con- 
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struction this year. Now they think the bill will come close to 
$18 billion, owing to mounting costs. There is no change in 
their estimate that 956,000 privately financed dwelling units 
will be started during 1948. 

* * x 

According to a compilation by the National City Bank, 525 
leading industrial corporations (excluding the rails and utilities) 
reported average Net Profits for the first half year of 18.8% 
on net worth, compared with only 16.3% for the first six months 
of 1947, an increase of 15.3%. Since net worth expanded 
11.2% during the year, this means that profits, measured in 
dollar total, increased 28.4%. 

* * * 

The largest percentage increase in first half profits, 60%, 
was reported by the Natural Resources industries, petro- 
leum and mining. At the other extreme were the Escape In- 
dustries, amusement and beverages. In these days of strenu- 
ous living, people just don’t have the time or money to spend 
on them. 




















* * * 
Though gross revenues of Electric Light and Power com- 
panies for the first half were 11%, ahead of the like period last 
year, net profits were off 5%, due to mounting costs. 
. -s * 

July is usually a peak month for the Air Lines; but this year 
business fell al below the May and June levels. Some officials 
think this was due to retrenchment by Hollywood. 

(Please turn to the following page) 


























































































































Lotest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _—_ Harbor 
MILITARY EXPENDITURES—$b (e) July 1.31 1. 1.32 1.55 (Continued from page 553) 
Cumulative from mid-1940__ July 370.0 369.2 357.4 13.8 Ned tandian of Class (donde in Jone 
totalled $94 million—$50 million more than 
EBT——$b Aug. I! 253.2 253.3 259.5 55.2 Q 
ae eee * $ fe for the like month last year; but over $30 
MONEY SUPPLY—$b million of the increase came from reduc- 
Demand Deposits—94 Centers_____ | Aug. 4 46.8 46.8 46.8 26.1 tions in sick benefit and unemployment 
Currency in Circulation_______._ | Aug. || 28.0 27.9 28.2 10.7 taxes. ater Ce 
BANK DEBITS—13-Week Avge. Handing down its long-awaited decision 
New York City—$b Aug. 4 8.52 854 7.49 4.26 | in the Freight Rate case, the |. C. C. has 
93 Other Centers—$b Aug. 4 12.29 12.33 11.03 7.60 | granted an additional 1.2°%/, advance, mak- 
ing total increases of 22.6%, in freight rates 
d3 M 210 209 190 102 _e Sil d 
PERSONAL MICOMES—Fb (ct3) td since last summer. The latest rise will add 
Salaries and Wages. May 130 128 121 66 sat é 
worsen about $40 million annually to net income. 
Proprietors’ Incomes — May 52 52 44 23 E 
“ne Since the total increases were less than 
Interest and Dividends May 17 17 15 10 sah k 
originally requested, and operating ex- 
Transfer Payments May i 12 10 3 : ae fs 
FROM AGRICULTURE) M 2% 25 21 10 penses are still climbing, the carriers are 
panama wd thinking of asking for an additional in- 
CIVILIAN EMPLOYMENT—m (cb) | July 61.6 61.3 60.1. ~—«51.8__ | crease. Meanwhile rail operating unions 
Agricultural Employment (cb) . | July 9.2 9.4 10.1 8.8 are planning to ask for a 25%, wage boost, 
Employees, Manufacturing (Ib) | June 16.1 15.9 15.0 13.8 | 0n top of those previously obtained. 
Employees, Government (Ib) | June 5.6 5.6 5.4 4.6 * * x 
UNEMPLOYMENT—m (cb) July 2.2 2.2 2.6 3.8 The M. W. S. index of 24 railroad com- 
FACTORY EMPLOYMENT (164) ead 1s? 155 155 47 mon stocks declined sharply last week on 
a report that already sky-high freight rates 
Durable Goods June 183 184 184 175 a : 
are Diverting Tonnage to the trucking 
Non-Durable Goods _.___-__-- |_ June 136 133 132 123 industry. Of course this has been going on 
19 9 ee ° ie 
ee ve) er = yon : : for a period of years; but in this instance 
FACTORY HOURS & WAGES (1b) investors, drawing their conclusion mainly 
Weekly Hours owen 40.0 39.8 40.2 40.3 | from the larger than seasonal decline in 
Hourly Wage (cents) June 131.9 130.1 122.6 78.1 | carloadings of recent weeks, may have be- 
Weekly Wage ($) Jone 52.81 51.76 49.33. + 32.79. | come unduly alarmed. An acute shortage 
of box cars at this crop moving season 
PRICES—Wholesale (1b2) Aug. 7 169.2 168.3 152.2 92.5 could easily account for the bulge in truck 
Retail (cdib) May 192.1 190.8 177.1 116.2 | traffic. Moreover, the greater than seasonal 
. aaa decline in carloadings appears to have 
apy ar eee Tee) dune i? . ae foe ia been about offset by a proportionate rise 
Food June i ae “ ‘ in tons loaded per freight car. 
Clothing June 196.9 197.5 185.7 113.8 " . 
Rent June 116.8 116.5 109.2 107.8 
All of the large producers have now fol- 
RETAIL TRADE—$b lowed the lead of smaller independents in 
Retail Store Sales (cd). |_ June 10.71 —-10.71 9.49 4.72 | advancing the price of refined Copper 
Durable Goods __ June 2.86 2.72 2.40 1.14 | 2 cents a pound to 23!/2 cents. This the first 
Non-Durable Goods June 7.85 7.99 7.09 3.58 | increase since early March, 1947, when the 
Dep't Store Sales (mrb)i...._-__ | June 0.81 0.82 0.72 0.49 price was also raised 2 cents, to 21 i, cents. 
Retail Sales Credit, End Mo. (rb2)_ | June 7.06 6.52 4.92 5.46 . - « 
MANUFACTURERS’ A few warning signals suggest that Sen- 
New Orders (cd2)—Total May 243 252 235 18! ator Taft may be right in thinking that we 
Durable Goods | May 266 292 256 221 are Approaching the Peak of the post- 
Non-Durable Goods | May 230 228 222 157 worldwar II inflation spiral, despite the cir- 
Shipments (cd2)—Total_. May 324 32! 283 187 cumstance that the Labor Bureau's broad 
Durable Goods «|: May 350 352 316 227 index of wholesale prices advanced to a 
Non-Durable Goods May 308 307 264 158 new all-time high on Aug. 7. Here are a 
few of the reasons for business interests to 
BUSNESS INVENTORIES, End Mo. stop, look and listen: 
Total—$b (cd) May 51.3 51.4 44.9 29.5 — -—_ 
Manufacturers’ May 29.4 29.1 26.4 16.7 fe) 
Wholesalers’ ew 8.1 8.1 6.7 47 |— Jur Excess Exports (a component 
Retailers’ May 138 8614218 8.1 li —— Pi HE 0 = 
Dept. Store Stocks (mrb M 2.3 2.4 2.0 1.4 ee ere, Se 
spk: Tine Mite Conb) — past 13 months. In the month of May, 1947, 
BUSINESS ACTIVITY —1—pc Aug. 7 165.6 166.4 160.7 141.8 | our excess of exports over imports hit an 
(M. W. $.)—I—np Aug. 7 187.6 1884 1788 1465 | all-time peak of $1,033 million. By June of 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
INDUSTRIAL PROD.—1—np (rb) June 192 191 184 174 this year, the gap had narrowed to $407 
Mining June 158 162 148 133 million. 
Durable Goods, Mfr.____. |_ June 222 220 219 220 
Non-Durable Goods, Mfr.___—— | June -" = tn ees 2—New Capital raised by sales of se- 
CARLOADINGS—t—Total Aug. 7 879 894 905 833 curities during the first half year was only 
Manufactures & Miscellaneous. Aug. 7 376 382 390 379 $1.4 billion ahead of the like period last 
Mdse. L. C. L Aug. 7 103 102 113 156 year; whereas new capital thus raised dur- 
Grain Aug. 7 60 66 67 43 ing the first half of last year was $2.8 billion 
ELEC. POWER Output (Kw.H.)m Aug. 7 5,319 5,352 4,874 3,267 larger than for the first six months of the 
preceding year. This appears to indicate 
SOFT COAL, Prod. (st) m Aug. 7 12.2 12.5 12.0 10.8 that the rate of increase in planned expen- 
ne rag ne = 7 ae = , yi pod ditures for new plant and equipment (the 
tocks, End. Mo une : ; : major component of capital formation) is 
PETROLEUM— (bbls.) m slowing down. 
Crude Oouput, Daily... «|| Aug. 7 5.5 5.5 5. 4.1 | - 
Gasoline Stocks Pini be be b> a | 3—Steps have been resumed, gingerly 
nc 0 a hen? a Mas ye os at first, toward Curbing the Business 
eating Ui onesnenenepsransionsenin : Boom by Financial Expedients. The 
LUMBER, Prod. (bd. ft.) m Aug.7 566 555 544 632 first step has been to raise interest rates a 
Stocks, End Mo. (bd. ft.) b___..___ | May 5.8 5.8 5.4 12.6 | bit on short term Treasury borrowing, in 
STEEL INGOT PROD. (st.) m we 7.08 7.26 6.58 6.96 | hopes that the somewhat higher yield will 
Cumulative from Jan. |__| July 50.2 43.1 48.9 74.7 — peerage notes and certificates at 
east partly self-supporting and thus relieve 
ENGINEERING CONSTRUCTION 
seeaaibniee tuna rare vi 153 57 o 2 wag pe eh Banks from heavy pur- 
Fo a ly ie 4395 4,201 3,395 +5692 chases. This will help to improve the earn- 
: ings of commercial banks; but will not, of 
MISCELLANEOU itself, prove to be much of a brake upon 
Paperboard, New Orders (st) Aug. 7 = 77 aig 1 commercial borrowing at the banks. The 
Hosiery Production (pairs)m May 105 97 96 99 sncend hen wilt he ta Hale 2 | 
Footwear Production (pairs)m May 34.0 39.4 36.4 34.8 P | dhees Shi en up on instal- 
Pneumatic Casings Production—m May 6.9 6.6 8.1 4.0 ment oan regulations, T is may slow, but 
Motor Vehicles, Factory Sales—t June 431 338 400 352 will not stop, the expansion in consumer 
Anthracite Coal Production (st)m June 5.2 4.9 4.6 3.8 credit. 





b—Billions. cb—Census Bureau. cd—Commerce Dept. 
seasonally adjusted monthly totals at annual rate, before taxes. 
Data. e—Estimated. en—Engineering News-Record. 
(1926—100). Ib3—Labor Bureau (1935-9—100). Ib4—Labor Bureau, (1939—100). 
and in transit, mrb—Magazine of Wall Street, using Federal Reserve Board Data. 
Per Capita Basis. rb—Federal Reserve Board. 


cd2—Commerce Dept. (Avge. Month 1939—I00). 
ed!b—Commerce Dept. (1935-9—100), using Labor Bureau and other 
1—Seasonally adjusted Index (1935-9—100). 

It—Long Tons. 
np—Without Compensation for Population growth. 
rb2—Federal Reserve Board, Instalment and Charge Accounts. 


cd3—Commerce Dept., 


lb—Labor Bureau. [Ib2—Labor Bureou 
m—Millions. mpt—At Mills, Publishers, 
pe— 


st—Short Tons. t—Thousands. 
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No. of 1948 Indexes (Nov. 14, 1936, Cl—100) High Low Aug.8 Aug. 13 

Issues (1925 Close—100) High Low Aug.8 Aug. 13 100 HIGH PRICED STOCKS.__.s-_- 91.84 75.27 85.82 83.76 

312 COMBINED AVERAGE_____ 151.9 119.0 141.0 136.5 100 LOW PRICED STOCKS____ 182.86 135.10 167.22 160.94 
4 Agricultural Implements _. 240.1 178.8 218.5 208.5 6 Investment Trusts _.._____ 71.6 50.0 63.3 61.6 

1! Aircraft (1927 Cl—!00)__ 193.5 134.3 176.3 171.5 3 Liquor (1927 Cl—!00)_._._ 843.5 637.7 725.4 698.5 
6 Air Lines (1934 Cl—100)_._ 515.6 403.8 407.0 404.5 9 Machiaew -200 0. HSS 136.8 159.1 154.1 
6A t 106.8 78.7 83.6 80.8 3 Mail Order 125.5 89.8 104.5 101.8 

13 Automobile Accessories 224. 171.1 200.7 193.4 3 Mect Packing 112.7 92.0 99.5 98.9 

12 Aut bi 41.3 31.4 36.2 34.9 13 Metals, non-Ferrous 189.1 138.0 173.2 166.7 
3 Baking (1926 Cl—i00)__. 21.9 16.4 20.8 20.5 4 Paper 48.7 34.1 43.2 42.4 
3 Business Machines 297.1 224.7 270.9 272.3 24 Petroleum 301.0 199.5 276.6 267.5 
2 Bus Lines (1926 Cl—100)__ 168.4 133.4 154.1 148.3 19 Public Utilities _... «124.9 97.8 119.1 116.7 
S Chemicals: <2 GTN 221.6 241.2 238.7 5 Radio (1927 Cl—100)_____ 30.6 17.8 26.5 24.6 
2 Coal ‘Mining 26.9 14.1 23.8 23.3 8 Railroad Equipment 67.2 52.9 59.9 57.6 

4 Communication 56.1 42.3 48.8 46.2 24 Railroads 30.3 20.5 28.3 26.5 

14 Construction Tie 56.6 63.5 61.0 3 Realty 27.1 21.1 23.0 22.9 
7 Containers 346.0 287.1 301.3 299.0 2 Shipbuilding 140.5 102.8 128.5 130.5 
9 Copper & Brass__si'' 92.0 110.9 106.5 3 Soft Drinks 516.5 363.0 366.6 363.0d 
2 Dairy Products _ 60.2 50.7 58.2 57.4 14 Steel & Iron 121.8 96.2 114.9 110.9 
5 Department Stores 71.9 53.9 63.6 61.8 3 Sugar 54.7 44.8 54.2 52.9 
6 Drugs & Toilet Articles._.._-1184.4 149.3 157.4 149.3c 2 Sulphur 281.9 206.6 267.8 258.2 
2 Finance Compani 268.3 199.4 240.6 242.0 5 Textiles 170.4 118.9 160.7 156.7 
7 Food Brands 177.6 152.8 169.1 165.5 3 Tires & Rubber 33.6 27.5 31.4 31.0 
2 Food Stores 67.5 59.7 62.4 60.2 6 Tobacco 69.9 62.4 69.9 69.3 
3 Furniture 88.3 70.9 79.0 77.7 2 Variety Stores. 327.8 286.9 309.3 306.4 
3 Gold Mining 772.7 630.3 654.0 630.3e 17 Unclassified (1947 Cl—1!00) 109.8 90.0 101.6 99.8 

A—New HIGH since 1947. New LOW since: c—1945; d—1944; e—1943. 
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Under pressure of official upward revision of domestic crop 
estimates, commodity prices, with few exceptions, declined 
sharply in the fortnight ended Aug. 7. Owing mainly to short- 
age He instesa facilities, a number of leading staples are being 
dumped on distant futures markets at prices conspicuously 
under Government support levels. Glancing at the July, 1949, 
quotations, for sos it comes as somewhat of a surprise to 
note that, at Chicago, wheat is selling at more than 15c a 
bushel below the Government support level of $2.25; while 
corn is obtainable at a 9c discount. At New York, cotton is 
selling at 1.5 cents below the Government support price of 31¢ 
a pound. O course this is not likely to continue, and it should 
not be surprising to witness at least a modest rebound before 
long. The Agriculture Department's latest crop estimates, 
based upon conditions as of Aug. 1, indicates that 15.17 mil- 


lion bales of cotton will be picked this year—3.16 million above 
the 10-year average. The wheat harvest is expected to be 
second largest on record, 1.28 billion bushels. An all-time 
record corn crop of 3.5 billion bushels is also indicated. This 
brings the joyful prospect to housewives that meat prices should 
be somewhat lower next year; but what a long time to wait! 
At present there are 25% fewer cattle in feed lots than last 
year—the second smallest number on record. So don't con- 
centrate your ire 5 Os the butcher. He knows that these high 
prices are hurting his business. The big four wheat exporting 
nations—Argentina, Australia, Canada and the U. S. A.— 
are expected to have around 840 million bushels of wheat and 
flour available for export this year, against only 475 million in 
sae years. Our own carryover may approximate 240 mil- 
ion bushels after exporting 450 million. 





WHOLESALE COMMODITY PRICES 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. I Mo. 3Mo. 6Mo. 1Yr. Dec.6 
Aug.16 Ago Ago Ago Ago Ago 194I 
28 Basic Commodities _____ 316.9 321.9 323.7 321.9 321.8 305.6 156.9 
11 Imported Commodities__ 285.5 291.4 290.2 277.1 283.6 208.3 157.5 
17D tic C dities_ 339.0 343.3 347.3 354.7 348.2 324.8 156.6 


RAW MATERIALS SPOT INDEX 
May JUNE JULY AUG. 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1948 1947 1945 1943 1941 1939 1938 1937 a 
es 168.83 175.65 106.41 96.57 84.60 64.67 54.95 82.44 


High _____. 162.2 164.0 95.8 92.9 85.7 78.3 65.8 
Low 
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— 149.2 1264 93.6 89.3 74.3 61.6 57.5 64.7 


Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Aug.16 Ago Ago Ago Ago Ago 1941 
7 Domestic Agriculture _. 354.8 358.8 383.5 383.9 355.4 375.2 163.9 
12 Foodstuffs _ 383.7 384.5 404.6 400.5 388.1 363.6 169.2 
16 Raw Industrials 278.6 283.0 275.2 276.2 278.0 268.0 148.2 


COMMODITY FUTURES INDEX 











MAY JUNE = JULY AUG. 
170 
DOW-JONES 
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Average 1924-26 equals 100 
1948 1947 1945 1943 1941 1939 1938 1937 


Low __.__. 144.05 117.14 93.90 88.45 55.45 46.59 45.03 52.03 
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About the three canaries that help change coal into gasoline! 
































OR AGOOD MANY YEARS NOW, 
Gulf has kept a considerable staff 
of scientists working on synthetic oils, 
made from coal, natural gas, and many 


Included on this staff are three ca- 
naries, two of them magnificent sing- 
ers. And it might honestly be said that 
these birds help turn coal into gaso- 
line. For they actually guard the 
lives of the research workers on this 
project. 

By keeping an eye on any one of 
the canaries, workers can tell, almost 
at once, when deadly carbon monox- 
ide (used in the process) is escaping. 
For canaries are highly sensitive to 
this gas. 

Thus, these three canaries help 
Gulf develop synthetic oils and in 
that way increase the value of the 
petroleum products—well aware that 
there’s a “plus” for everyone in pe- 


other raw materials. 


PETROLEUM PROMOTES 


troleum’s progress. 


PROGRESS! 











Realistic Appraisal of 
Building Stocks 





(Continued from page 540) 


may lose some customers by the 
new ruling in one area, for the 
same reason they are apt to win 
additional ones from their more 
distant competitors. Such con- 
cerns as Lehigh Portland Cement, 
Lone Star Cement and Alpha 
Portland Cement seem to hold 
their earnings of late on a fully 
satisfactory basis compared with 
1947 results. 

Some of the paint manufactur- 


‘ ers suffered from the long wet 


weather of last spring. This helped 
to clog the pipelines temporarily, 
for inventories of distributors be- 
gan to pile up uncomfortably in 
many sections when retail custo- 
mers had to postpone their usual 
repair activities. Devoe & Ray- 
nolds, for example, reported six 
months net of $2.38 per share or 
an annual rate of $4.75 against 
$5.62 for full 1947. At that it 
should be noted that the current 
rate is well above the showing for 
1946. Additionally, the spring 
slow-down in demand was un- 
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avoidable and will not form a base 
for establishing a definite trend. 
The tremendous amount of new 
construction now in process obvi- 
ously will require abnormally 
large amounts of paint, so there 
can hardly be a decline in demand 
for refinishing paints as long as 
the national income remains at 
high levels. Pittsburgh Plate Glass 
Company, one of the largest paint 
manufacturers, managed to show 
net earnings for six months 
slightly above the 1947 rate, but 
it is not possible to savy what part 
sales of glass had to do with the 
improved showing. As matters 
look now, the paint industry’s 
1948 total sales should come close 
to $1 billion, or near the same for 
last year. Higher paint prices in 
any event should largely offset a 
slight dip in volume as well as ris- 
ing costs. In other words, the me- 
dium term outlook for net earn- 
ings is encouraging. 


Plumbing and Hardware 


Suppliers of plumbing, heating, 
piping, valves and fittings seem to 
have an outlook somewhat mixed. 
The marked shortage of fuel oil 
early this year caused buyers of 


heating equipment to revise their 
plans. During the first ialf year 
orders for oil burner equipment 
fell off significantly compared 
with preceding periods, and this 
in turn reduced volume and profits 
of several important enterprises 
in this field. Among the latter 
might be mentioned Minneapolis- 
Honeywell Regulator, whose prod- 
ucts are closely allied to automatic 
heating devices. Net earnings of 
this concern for the 1948 first half 
were only about half those re- 
ported in the like period of 1947, 
though they still seemed satisfac- 
tory if judged by prewar stand- 
ards and may soon reverse their 
downward trend. Manufacturers 
of other items in this special 
group seem to be doing exception- 
ally well in the current year, with 
such concerns as American Radi- 
ator and Walworth reporting six 
months net somewhat above the 
similar period a year ago. Net 
earnings of Holland Furnace Com- 
pany, on the other hand, trended 
rather sharply downward in the 
current first half year. 
Manufacturers of floor cover- 
ings, both woven and in the form 
of linoleum, are reporting ex- 
tremely satisfactory progress thus 
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far in 1948, and demand is so in- 
sistent that a record year for most 
of them appears probable. Bige- 
low-Sanford Carpet Company, 
Congoleum-Nairn and _ several 
other concerns in this division 
have consistently reported an up- 
trend in volume and net earnings. 

Over the longer term, the pres- 


ent inadequacy of housing along . 


with substantial population 
growth spell good times ahead for 
all branches of the building indus- 
try. In general, therefore, the 
market behavior of building 
shares, with occasional temporary 
lapses, should continue to be en- 
couraging. Though dividend poli- 
cies of the stronger units are apt 
to remain on the conservative side, 
there are a number of instances 
where greater liberality may be in 
sight. This may prove especially 
true with some concerns with less 
appealing prewar records but now 
enjoying record prosperity. With 
careful selectivity and timing, 
shares of more than one concern 
in the building group deserve con- 
sideration for attractive yields 
and their appreciation potentials. 





Answers To Inquiries 





(Continued from page 550) 
gram nearing completion at the 
recently acquired Koppitz- 
Melchers Plant in Detroit, the 
company can now meet consumer 
demand. As a result, sales are ex- 
pected to pass the one million bar- 
rel mark this year for the first 
time in Goebel’s history. 

Dividends including extras 
totalled 40 cents a share in 1947 
and 10 cents was paid in the first 
half of the current year. 





Mexico Devalues the Peso 





(Continued from page 533) 
tion of landed estates) aimed at a 
redistribution of wealth. 

Naturally food prices started to 
go up, and wages followed, since 
the Government gave organized 
labor a dominant position in col- 
lective bargaining. The costs have 
been going up too; a good many 
industrial products soon got out 
of reach of the bulk of the popu- 
lation—the farmers who had very 
little purchasing power anyhow. 
To protect the domestic manufac- 
turer, tariffs had to be raised, etc. 

It has been a vicious circle, 
the working of which has speeded 
up during the war, when the in- 
flow of capital from the United 
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States and large exports to this 
country created still more pur- 
chasing power for which there 
was little outlet. Despite credit 
control and other measures, war- 
time inflation encouraged specula- 
tion, particularly in real estate. 
More industries were introduced 
and more factories established ; 
yet, many of them have no eco- 
nomic basis for their existence. 
These are chiefly the industries 
which have been asking and get- 
ting additional tariff protection, 
now that less expensive imported 
goods are more freely available. 

The Government has _ tried 
again and again to halt the infla- 
tionary spiral by importing more 
food and permitting large quan- 
tities of consumer goods to come 
in. The policy has brought no de- 
sired results—on the contrary it 
has speeded up the drain on the 
available resources of gold and 
dollars. 


The Way Out: More Production 


All this raises the question 
whether a major mistake has 
been made by Mexico in placing 
so much emphasis on industrial 
development at the expense of 
other segments of the national 
economy, agriculture in partic- 
ular. The devaluation will merely 
adjust the external purchasing 
power of the peso to its internal 
purchasing power. The basic 
problem is to avoid a further de- 
cline in the internal purchasing 
power of the peso by arresting 
the inflationary spiral. This can 
be done only by maintaining or 
lowering the prices of such basic 
Mexican food staples as corn, 
beans, sugar, flour. This is no 
easy task. It requires patient edu- 
cation of the farmers, and the 
expansion of arable land through 
irrigation and improved methods 
of cultivation. It is not without 
reason that the modernization of 
agriculture and the expansion of 
food production have been chosen 
as the number one objective of 
the present Administration of Sr. 
Miguel Aleman, himself an agri- 
cultural economist. 

More efficient and expanded 
production of raw materials, 
which form the bulk of Mexico’s 
exports and hence pay for the 
imports, is problem number two. 
Problem number three is more 
efficient industrial production. 
The new industries can justify 
their existance only by becoming 
more efficient and by making 
their products available at a low- 


er price. They could expand their 
sales tremendously, particularly 
in rural areas, most of which 
have remained strangely un- 
touched by the country’s indus- 
trial revolution. 

The days of political and social 
revolution in Mexico are gener- 
ally regarded as a thing of the 
past. Needed now is more pro- 
duction and again more produc- 
tion: larger crops and more 
efficient industries. 





Significant Clues in 
Second Quarter Earnings 





(Continued from page 525) 


higher prices, along with ex- 
panded capacity. Another leading 
representative of the building in- 
dustry, Johns-Manville Company, 
also has turned in an encouraging 
report of sales and earnings for 
the first half year. This leading 
manufacturer of asbestos prod- 
ucts has partially completed a 
very extensive program that is 
tending to lift volume from 
quarter to quarter. The com- 
pany’s sales rose by $2.4 million 
in the June quarter over the 
March period, with a correspond- 
ing expansion of net earnings to 
$1.12 per share from the March 
level of 77 cents. 

A continued record demand for 
office equipment is seen by the 
midyear report of International 
Business Machines, whose earn- 
ings per share jumped to $5.42 
in the first half in contrast to 
$4.42 a year earlier. Burroughs 
Adding Machine Company, too, 
reports record unit production 
and sales thus far in the year. 
Consolidated net earnings of this 
concern advanced to $6.6 million 
in the January-July period, 
whereas in the first half of the 
preceding year they were $2.65 
million. Large cash resources of 
Burroughs, swelled by retention 
of substantial earnings, has en- 
abled it to carry out its expan- 
sion program without incurring 
long term debt. 

Broadly increased automobile 
production has indirectly been 
responsible for a sharp uptrend 
in the earnings of the leading in- 
stallment finance concerns. C.I.T. 
Financial Corporation, whose ac- 
tivities include insurance and 
factoring through subsidiaries, 
reports a total volume of more 
than $1.5 billion in the first six 
months of 1948, producing earn- 
ings of $2.07 per share in com- 
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parison with 88 cents in the same 
half of 1947. To handle such an 
immense turnover, this concern 
has fortified its financial position 
by selling $30 million preferred 
stock, borrowing $187 million on 
term loans and establishing con- 
firmed bank credit lines of $400 
million, all within the space of 
two years. Consolidated net in- 
come of Commercial Credit Com- 
pany in like manner soared to 
$8.2 million in the first six 
months of 1948, from a level of 
$3.3 million a year earlier, a rise 
of 149%. This gain was achieved 
partly through a strong uptrend 
in installment credits, in part 
through increased earnings from 
insurance subsidiaries and finally 
from seven manufacturing enter- 
prises controlled by the parent 
concern. 

In scanning our table it will be 
seen that lower sales or a con- 
tinued rise in operating expenses 
are pinching the profits of numer- 
ous concerns that we would like 
to discuss if space permitted. 
The over-all evidence involves so 
many situations that are report- 
ing highly satisfactory results to 
date in 1948, that some of the 
laggards might be overlooked. 
Despite the very encouraging as- 
pects of the general picture, there 
are two sides to it, but except in 
the amusement, leather, shoes, 
glass and trade divisions of the 
economy there is not much evid- 
ence that peak earnings may have 
passed. And even where this 
seems true, comparisons with pre- 
war years lend much encourage- 
ment. 





Varying Trends for 
Motor Companies 





(Continued from page 542) 
requirement that from 20% to 
33/44% cash must be paid down 
and no longer than fitfeen months 
be allowed in which to complete 
full payment clearly would deter 
many car buyers from placing 
their orders. This is especially 
true now that car prices recently 
have been advanced to new levels, 
thus raising monthly installment 
payments correspondingly. Then 
despite the current widespread 
urge to buy cars, living costs have 
risen to a point where many pros- 
pective owners can no longer af- 
ford to shoulder installment debt 
burdens, particularly if the terms 
are to be stiffened. One of the 
finance company managements 
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When you re judged 
by your hospitality, 


there is only one choice... 


A Schenley Mark of Merit Whiskey 





has already expressed fears over 
this eventuality, and claims that 
stricter installment credit rules 
would not only hurt the market 
for automobiles and other con- 
sumer durables, but might defeat 
intended anti-inflationary aims by 
increasing purchases of non-dur- 
ables. It is yet too soon to form 
definite opinions on this score, as 
no action has been taken upon in- 
stallment credit curbs, authorized 
by the special session of Congress, 
as we write. Offhand, though, the 
current demand for cars is so 
much in excess of supply that the 
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Rare Blended Whiskey 86 Proof. 624% Grain Neutral Spirits. Copr. 1948, Schenley Distillers Corporation, N. Y. C. 


suggested restrictions would be 
more likely to reduce backlogs 
rather than sales, at least for an- 
other year to come. Beyond then 
is too distant to appraise. 

On the brighter side of the pic- 
ture appears assurance that steel 
supplies for this basic industry 
will prove ample to maintain pro- 
duction at a level to permit well 
above average sales. Large sums 
spent by most of the car manu- 
facturers for modernization and 
expansion should tend to assure 
profitable operations during the 
intermediate term, granted labor 
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FOR SALE 
OFFICE EQUIPMENT 


- 


Two Wheel type Graphotypes in 
first class condition @ $200 each 
(as compared with rebuilt ma- 
chines at $275 and new ones at 
$700). 


Two metal stencil file cabinets with 
roll doors and locks containing 
133 trays @ $200 each. (Retail 
value, old $300-$350; new list 
price $500.) 


Address: Box 275 

The Magazine of Wall Street 
90 Broad Street 

New York City 4 




















relations in the industry and 
among its innumerable parts sup- 
pliers remain harmonious. The 
higher wage scales lately estab- 
lished should preclude strikes for 
the better part of a year ahead. 
As for producers of trucks, the 
outlook is less certain, and the 
same thing is true in considering 
the sales potentials of trailer 
manufacturers. Demand for 
heavy trucks now appears to be 
fairly in balance with supply, for 
the purchasing price of these 
modern monsters runs into a lot 
of money. Lighter trucks, how- 
ever, still are in strong demand, 
with a moderate decline among 
commercial customers amply off- 
set by expanding markets among 
the farmers. No doubt exists, 
though, that demand for trailers 
has rapidly diminished since a 
year ago, and some specialists in 
this field are now striving to bol- 
ster volume by turning out more 
light trucks. Even so, the scarcity 
of housing, increasing tourist 
travel and the broadening of 
trailer markets to include many 
industrial concerns, promise to 
sustain volume of this division far 
above prewar records. 

All said, 1948 should prove to 
be encouraging for holders of 
most automotive shares. Net 
earnings of the leading passenger 
car makers are likely to establish 
new high records by the end of 
the year. Though at least ten 
concerns in this category raised 
their dividends during 1947, it is 
quite possible that distributions 
may be still more liberal during 
the current year. And the prin- 
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cipal manufacturers of trucks en- 
joy such a strong financial status, 
that despite a probable dip in 
earnings any change in their divi- 
dends can hardly be anticipated. 
It should also be realized that 
some of the larger concerns in 
the industry can readily adjust 
their production of passenger 
cars and trucks to meet changes 
in demand, and that sales of parts 
increasingly swell their volume. 
Then General Motors, the leading 
unit, can count heavily upon sales 
of refrigerators and diesel en- 
gines to boost profits. 





New Factors Affecting 
the Steel Industry 





(Continued from 536) 


interest and to illustrate the 
effects of plant improvement pro- 
grams, it is interesting to note 
how much better the companies 
specializing in light steel have 
done this year. Mid-year earnings 
statements disclose, for example, 
that Inland Steel registered out- 
standing improvements over the 
first six months of 1947 by reason 
of concentration on steel strip and 
other products going to the auto- 
motive industry. Net profits for 
the first half was up about 50% 
at $3.06 a share, compared with 
$2.08 in 1947. The rate of gain in 
the second quarter was almost as 
favorable as in the March period. 
National Steel, another leading 
supplier of the motor industry, 
recorded progress almost as 
notable with profit for the first 
half coming to $7.18 a share, com- 
pared with $5.87 a year ago. For 
different reasons, U. S. Pipe & 
Foundry, A. M. Byers, Sharon 
Steel and Sloss-Sheffield recorded 
worthwhile gains over the corres- 
ponding period of the previous 
year, but most other companies— 
including the dominant factors 
like U. S. Steel, Bethlehem, Re- 
public, Jones & Laughlin and 
Youngstown Sheet & Tube — ex- 
perienced only minor gains, or 
somewhat lower earnings, com- 
pared with the first six months of 
last year. 

As for labor and strategic ma- 
terials, the outlook is reassuring, 
and steel production gives prom- 
ise of setting an all-time high 
this year. On an ingot basis, out- 
put is expected to top the previous 
high of 84.8 million tons of 1947 by 
3 to 5 per cent. Work stoppages 
had only a minor effect on opera- 


tions for the closing weeks of the 
second quarter and, with new labor 
contracts now in force and no 
sign of trouble looming in the 
coal industry, production is ex- 
pected to hold virtually at capa- 
city through the remainder of the 
year. More than 43 millions tons 
were produced in the first six 
months and, had there been no 
interruption from a coal shortage 
in April and May, it is estimated 
another 1.6 million ton could 
have been made. 

With current indications point- 
ing to 1948 earnings approximat- 
ing or surpassing results for last 
year, investors have reason for 
looking forward with assurance 
to dividends at least comparable 
with those distributed a year ago. 
In fact, in the cases of several 
concerns which are experiencing 
distinct upward progress—Inland 
Steel and National Steel, to men- 
tion but two—there may be justi- 
fication for hoping for more 
generous treatment. In this con- 
nection, the fact that extensive 
improvement programs are near- 
ing completion suggests that 
managements may feel warranted 
in adopting more liberal policies 
now that expenditures for addi- 
tional facilities are about to be 
reduced. As in the case of other 
major industries, steel companies 
have disbursed a lower percen- 
tage of earnings in dividends 
than before the war. The time 
may be approaching when man- 
agements may feel called upon to 
pay out a larger proportion, of 
profits to stockholders. 

Historically, steel companies 
have been liberal dividend payers. 
In the prosperous 1920’s, stock- 
holders received on the average 
about two-thirds of reported prof- 
its,;whereas last year, when divi- 
dend distributions came to $193.9 
million, the payments represented 
only 43 per cent of earnings. In 
1940, the year in which rearma- 
ment began to spur activity, 
stockholders received 49 per cent. 

The fact that gross receipts give 
promise of holding at a high level, 
reflecting increased tonnage sales 
and substantial price advances, 
suggests that, unless margins are 
unduly squeezed by rising costs, 
earnings this year should prove 
large enough to justify hope of 
moderately increased payments to 
stockholders. With restoration of 
confidence in steel shares as in- 
vestmens, major companies would 
be in position to raise capital with 
which to reimburse treasuries for 
plant expansion costs. 
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That substantial sums may be 
released for higher dividends as a 
consequence of slackening in ex- 
pansion is indicated by a brief 
consideration of expenditures for 
plant modernization programs. 
Trade sources indicate that the 
iron and steel industry spent 
about $291 million for additional 
facilities in 1946, almost $500 mil- 
lion in 1947 and plans to enlarge 
expenditures on new projects this 
year to $565 million. This would 
represent an advance of some 360 
per cent over 1939. 





1948-49 Prospects 
for the Rubbers 





(Continued from page 547) 


the natural product. About a mil- 
lion tons of synthetic rubber per 
annum were produced in 1945-6 
whereas now only about 40% of 
this amount is being made. 

How about the future use of 
the synthetic product? For pre- 
paredness reasons, the govern- 
ment is naturally anxious to keep 
as many synthetic rubber plants 
going as possible (others are be- 
ing kept in standby condition). 
A law has therefore been passed 
(effective through June 30, 1950) 
giving the President power to fix 
the minimum use of rubber, to 
control inventories, etc. With this 
aid, the synthetic industry con- 
tinues to operate at about one- 
third of capacity. 

However, research with syn- 
thetic rubber is still progressing, 
and the recent development by 
U.S. Rubber of a new G.R.S. rub- 
ber made at zero temperature 
points to the possibility that syn- 
thetic may again largely replace 
natural rubber in tires. The new 
tires (only a few of which have 
thus far been sold for road test- 
ing) are much tougher than pres- 
ent tires, and are said to give as 
much as 30 per cent more wear. 

A return to synthetic rubber 
would be a boon to the industry, 
since it would help to stabilize 
inventories. While the U. S. is the 
biggest consumer of rubber, it 
has suffered in the past from the 
attempts of England and Holland 
to maintain artificially pegged 
prices, with resulting sharp losses 
when depression conditions low- 
ered demand. The average four- 
month interval between purchase 
and delivery of natural rubber 
has heightened inventory risks in 
two ways: it has required keep- 
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ing a large stock on hand, and 
has subjected this inventory to 
sharp price fluctuations. Unfor- 
tunately, however, the natural 
rubber situation is highly in- 
volved in international politics, 
and Washington may in future 
wish to give some support to the 
natural rubber industry in the 
Far East for largely political 
reasons. However, to the extent 
that synthetic rubber can gradu- 
ally replace natural rubber in in- 
ventories, the tire companies will 
gain greater stabilization of costs 
and earnings, giving their stocks 
a chance to achieve investment 
status. 

Another potentially stabilizing 
factor is greater diversification 
of output. Mechanical rubber 
goods amounted to about one-fifth 
of total sales in the pre-war 
period—about double the ratio in 
the 1920’s. Now the proportion 
has increased to about one-third. 

While earnings of the smaller 
tire companies may continue er- 
ratic, the outlook for major pro- 
ducers such as Goodyear, Fire- 
stone, U. S. and Goodrich should 
continue highly favorable (as 
compared with pre-war condi- 
tions) for at least another two 


years, it is estimated. It is hard 
to see how the demand for new 
motor cars can be fully satisfied 
for several years. The present 
large proportion of old cars in 
use, the shorter life of synthetic 
tires under severe usage, the in- 
creasing amount of travel, the 
expansion of mechanical rubber 
lines, the pending development of 
better synthetics, and the entry 
of the big companies into the re- 
tail field, are all stabilizing 
factors. 

Thus the outlook for both sales 
and earnings remains promising. 
The major readjustment to a re- 
placement market has now been 
effected. Competition of the cut- 
throat variety seems unlikely as 
long as the industry’s huge 
capacity is fairly well employed. 
The development of plastics and 
chemicals gives the industry valu- 
able new sidelines, and it has 
strengthened its financial posi- 
tion as the result of several years 
of big earnings. Though the tire 
stocks have acted sluggishly this 
year, investors might well turn 
their attention to the high yields 
obtainable from leading issues. 
While “extras” may not be as 
generous as last year, leading 
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companies should be able to main- 
tain regular dividend rates, 
which have generally been con- 
servative in relation to earnings. 





Money Supply— 
The Crux of Inflation 





(Continued from page 527) 


ment, production, income, and 
consumption. 

Moreover, in the special mes- 
sage proposing this anti-inflation 
program, there followed numer- 
ous other proposals whose effect 
would be directly inflationary be- 
cause of the increase in govern- 
ment spending or guarantees. 


Credit Control Measures 


Grants by Congress to the Fed- 
eral Reserve Board of greater 
authority to control credit con- 
sisted of two parts. First was the 
right to increase the legal reserve 
requirements of the member 
banks. Until the recent change, 
these banks were required to 
maintain funds at the Reserve 
Banks against their demand de- 
posits to an amount of 24% 
(which could have been raised to 
26%) for banks in New York and 
Chicago, 20% for banks in the 
larger “reserve cities,” and 14% 
for banks elsewhere; for time de- 
posits the reserve is 6%. Now 
the Reserve Board may, if it 
chooses, raise the required re- 
serves against demand deposits 
to 30%, 24%, and 18% respec- 
tively, and the reserve against 
time deposits to 714%. 

If and when the Reserve Board 
exercises its power to raise bank 
reserves, such action will prompt- 
ly have a tightening effect upon 
the money market, by forcing 
banks to liquidate government 
securities (presumably to the 
Reserve Banks) in order to pro- 
vide the larger cash reserves re- 
quired. This may be expected to 
bring about a more restrictive 
policy as to new loans and re- 
newals. If bank credit being ex- 
tended to industry for financing 
increased inventories and receiv- 
ables and for plant expansion 
should be curtailed substantially, 
the effect might be severe both 
upon the commodity markets and 
upon the capital goods industries. 

Money supply is the crux of 
inflation. If that supply is cut 
materially, there is no doubt that 
inflation can be stopped; but 
credit control is “strong medi- 
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cine,” and the danger is that a 
sweep of deflation — which is 
equally undesirable — might be 
put under way instead. 

Often the psychological effect 
of a rise in the interest rate on 
bank loans, or in the central bank 
rediscount rate, is far more im- 
portant than the immediate mone- 
tary effect in checking business 
borrowing and plant expansion, 
inasmuch as interest charges are 
a relatively small item in the total 
operating expenses of most indus- 
tries, except public utilities and 
railroads. For all manufacturing 
corporations in the U. S., the 
latest Treasury statistics of in- 
come, for 1945, show that interest 
paid was only 3/10 of 1% of total 
expenses, before taxes. Even with 
a good-sized concern, which bor- 
rows substantially for financing 
seasonal requirements, the dif- 
ference between paying 6% in- 
terest, or 134% as at present, 
would not pay the salary of an 
office boy. 

A second measure for monetary 
control was the authority granted 
to the Reserve Board over instal- 
ment credit. This might be exer- 
cised through restoration of the 
wartime “Regulation W.” While 
no announcement has yet been 
made as to whether this rather 
complex regulation will be re- 
stored in exactly the same form 
in which it last applied, or in 
modified form, it is generally ex- 
pected that it will require a one- 
third down payment on automo- 
biles, refrigerators, washing ma- 
chines, radios, and other appli- 
ances (though perhaps only 20% 
on furniture), and require the 
balance to be paid off in 12, 15, 
or at the most 18 months. 

There seems little question that 
such a tightening of terms will 
put a substantial crimp in sales 
of the durable goods industries, 
whose record distribution since 
the war has been facilitated by 
the rise in consumer credit from 
$6 billion to over $13. billion. 
Furthermore, some slackening off 
in these industries may be due 
anyway, as a result of the heavy 
production having pretty well 
caught up with deferred demand 
(except for popular model pas- 
senger cars), normal competition 
having returned, and more sell- 
ing effort and expense now being 
required. If the application of 
credit controls should bring about 
a real slump, these industries and 
everyone connected with them will 
probably blame the “anti-infla- 
tion” program. 
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The importance of credit buy- 
ing, however, should not be over- 
emphasied,for it is still of reason- 
able proportions as compared 
with prewar. For example, out of 
total retail sales estimated at 
$118 billion in 1947, 74% was for 
cash, 19% on charge account, and 
7% on instalment. In 1939, when 
total sales were $42 billion, only 
65% was for cash, 25% on charge 
account, and 12% on instalment. 

Following the enlarged control 
over credit granted by Congress 
to the Reserve Board, and ap- 
parently as a step toward a gen- 
eral policy of stiffer interest 
rates, the Treasury announced an 
increase from 114% to 114% in 
the rate on its next issue of 1- 
year certificates. This long- 
awaited step, considered along 
with the other measures designed 
to make credit less easily avail- 
able and more costly, has quickly 
been interpreted as pointing to a 
generally higher level of interest 
rates throughout our economy. 
This means an increase, though 
only moderate for the time being, 
in rates not only on bank loans of 
short and long term, but also on 
mortgage loans, and in yields on 
corporate and municipal bonds. 
The Treasury has indicated that 
it will continue to support the 
market for the U. S. long-term 
214s. Later the Reserve Bank re- 
discount rates were raised from 
114% to 114% to round out the 
program. 





What’s Ahead for 
Motor Accessories 





(Continued from page 545) 


even points during the past few 
years it can be envisaged how 
sharply the profits of many com- 
panies in this group might con- 
tract in the event of a substan- 
tial decline in volume, or for that 
matter of a moderate drop. Under 
current conditions, however, when 
many concerns have spent large 
sums upon modernization, mar- 
gins tend to widen rapidly under 
the influence of extended sales 
gains. 

The large number of parts now 
involved in the production of a 
modern automobile complicates 
appraisals of the leading firms 
engaged in their manufacture, 
for some are highly specialized 
while others make a wide variety 
of products. In studying the in- 
vestment fundamentals of shares 
in this group, though, it is wise 
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In this major market revaluation when the investment 
action you take is vital to preserving and building capital 
and income... we suggest that you turn to THE FORECAST 
just as you would consult your lawyer, doctor, architect, 
etc., for professional advice. FoRECAST SERVICE will pro- 
vide you with the essentials you need in conducting a 
sound investment program. 


1. When to Buy and When to Sell 


Our weekly market forecast . . . with chart of daily 
action ... projects the trends and basic forces at work. 
Definite market advice is then 
given which you can apply to 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 

Sound selection and proper tim- 





ing keynote Forecast SERVICE. 





your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs... 
are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of the 1946 
break six weeks ahead ... and 
has gauged the movements of 


1947-1948 with high accuracy. 


100% Points Cash Profit 


Since gauging the turn in early April... 
through accurate market timing and sound 
selection .. . we have advised taking the 
following cash profits on our recommen- 
dations: 

Points Profit Points Loss 





4. Continuous Consultation 


You are welcome to consult us 
. . . by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time ... to place and main- 











2. Definite Advices on Intrin- 


May 23!/, 2! tain your portfolio on a sound 
June 53l/, ig basis. We will advise you what 
July : ja to hold . . . switch . . . or close 
Enroll NOW to join our subscribers in out. 
capitalizing on developing opportunities. a 














sically Sound Issues 


All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) Good Yields Amply Supported by Earnings. 
Of course, special situations are advised with emphasis 
chiefly on price appreciation. Technical as well as funda- 
mental factors are carefully considered as it is our stead- 
fast policy to have you strategically time your commit- 
ments. This overall analysis is fully applied to all 
selections . . . bonds and preferreds as well as 
common stocks. 


sultation privileges alone can be 
worth hundreds and thousands of 
dollars to you in concentrating in profit leaders . . . in 
stable investment situations . . . in avoiding laggards... 
in keeping your position adjusted to the market’s out- 
look. 


Enroll NOW to receive our definite recommendations of 
“Undervalued Securities for Profit and Income” now be- 
ing selected . . . and new opportunities as uncovered. At 
this time, you also have the advantage of our Special Offer 
of Free Service to October 1, 1948. 
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SOUTHERN PACIFIC COMPANY 


DIVIDEND NO. 123 
A QUARTERLY DIVIDEND of One Dollar 
and Twenty-five Cents ($1.25) per share on 
the Common Stock of this Company has been 
o— payable at the Treasurer’s — 
Broadway, New York 6, s 
Mendey, September 20, 1948, to meerknaiters 
of record at three o’clock P.M., on Monday. 
August 30, 1948. The stock transfer books will 
not be closed _— the bores of this dividend. 





positions by diversification of 
products, often for markets en- 
tirely different from the automo- 
tive industry. 





Today’s Trends in 
Consumer Spending 








Treasurer. 
New York, N. Y., ya 19, 1948, 
a NS -MANVILL! . 
gee ae 
Corporation 
IM DIVIDEND 


The Board of Directors declared a dividend 
of 35¢ per share on the Common Stock pay- 
able September 10, 1948, to holders of record 
August 30, 1948. 

ROGER HACKNEY, Treasurer 











WARD BAKING COMPANY 


Preferred Dividend 


The Board of Directors has declared 
the quarterly dividend of $1.37% a 
share on the Preferred Stock payable 
October 1, 1948 to holders of record 
September 14, 1948. 


Common Dividend 
The Board of Directors has declared 
a quarterly dividend of 25 cents a 
share on the Common Stock payable 
Octoter 1, 1948 to holders of record 
September 14, 1948. 
L. T. MELLY, Treasurer 


TIP-TO 


475 Fifth Ave. {M@ULGcHal 
P| New York City TIP- TOP 
BREAD July 22, 1948 CAKES 











to get a general idea of the ac- 
tivities of their respective con- 
cerns, because these could lead to 
marked variations in longer term 
stability. Briggs Manufacturing 
and Budd Company dominate the 
production of most bodies made 
outside the automobile plants. As 
for frames, A. O. Smith Corp- 
oration and Midland Steel Prod- 
ucts secure most of the orders, 
although several other concerns 
obtain a substantial share. In the 
wheel division, Kelsey-Hayes is 
the most important factor, fol- 
lowed by Motor Wheel and the 
Budd Company. Because of the 
rather narrow concentration of 
this class of business, margins 
usually are characterized rather 
narrow, and since none of it in- 
volves replacement sales, it is sen- 
sitive to shifts in the demand for 
automobiles. For this reason, all 
of the concerns mentioned have 
been increasingly fortifying their 
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(Continued from page 522) 


The motorist’s bill speaks elo- 
quently for the high place the 
automobile holds in the heart of 
the average American. Undoubt- 
edly some would rather eat less 
and wear last year’s clothes than 
do without cars, or curtail their 
use. Actually, last year’s outlays 
for automobiles came to over 
half the cost of household opera- 
tion, nearly double the amount 
spent for medical care and death 
expenses, close to the money 
spent for housing and to roughly 
six times the amount spent for 
personal care. 


The Recreation Bill 


Recreation has become a close 
second, reflecting the increased 
leisure time that has become a 
part of modern life. While in 
1940, some $3.7 billion were spent 
for recreation, the amount last 
year was almost three times that 
high, representing 6.1 cents of 
the consumer dollar compared 
with 5.2 cents in the former year. 
Movies alone last year took in 
some $1.38 billion while only $103 
million was spent in theaters and 
operas. Compared with the latter, 
it may surprise that fully $238 
million was spent for pari-mutuel 
betting at race tracks, $154 mil- 
lion in slot machines, $118 mil- 
lion in billiard parlors and bowl- 
ing alleys, $118 million on golf 
courses and $68 million at pro- 
fessional baseball games. To set 
the record straight, it must be 
added that some $600 million was 
spent for books, over $1 billion 
for magazines, newspapers and 
sheet music, $1.39 billion for 
radios, phonographs, pianos and 
other musical instruments, and 
for phonograph records, while 
stamp collectors spent an esti- 
mated $10 million for their hob- 
by, and amateur gardeners no 
less than $627 million. 

Altogether, some $1.8 billion 
was spent last year for admis- 
sions to “spectator amusements,” 
including movies, theatre, sports 
events, etc., and about $5.5 billion 


for “informal recreation,” that is 
reading matter, music, hobbies, 
etc. These amounts loom large 
when compared with an estimated 
$1.6 billion spent for doctors’ 
care, $907 million for dental care, 
and $1.3 billion expended for 
drugs, medicines and sundries. 
Hospital service took $1.3 billion 
of the consumers’ money. 





Market in Decisive Phase 





(Continued from page 519) 


if not “toppy”. The oil shortage 
appears about over, barring war. 
The outstanding strong spots are 
still automobiles, steel and non- 
ferrous metals; but demand for 
steel and metals has been known 
to contract quite rapidly, given a 
general turn in the economy. The 
auto industry is probably the final 
bulwark; and advance shadows of 
any significance have yet to be 
seen in the used-car market, where 
they would first appear. 

The momentum cannot last for- 
ever. Perhaps there could be a 
speed-up in armaments, but that 
would imply threat of war; and 
the market response would be 
bearish not bullish. Of course, 
there has been a long psychological 
preparation for business reces- 
sion, whenever it may come. This 
could cushion the market impact 
materially, but the chances that it 
could maintain the averages near 
their present level are slight. 
There is no change in our cautious 
investment policy. Continue to 
hold decidedly conservative re- 
serves.—Monday, August 23. 





As I See It! 





(Continued from page 517) 


otherwise by presenting the truth 
about communism. Others, as in 
every crusade, sought to turn this 
idealistic fervor to their own per- 
sonal advantage. 

Now that the facts are in the 
open, let’s clean out the stable, lest 
its poison seriously affect the na- 
tion. Let’s clean house in the Gov- 
ernment, in our schools and col- 
leges, in the labor movement, 
everywhere where communist ac- 
tivity confronts us. Let’s not shut 
our eyes to the security danger 
that a communist underground 
represents. 
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The next time you hear voices 
—LISTEN ! 


IT MAY BE your conscience speaking. 


It may be saying: “Save some of that money, 
mister. Your future depends on it!” 


Listen closely next time. Those are words of wis- 
dom. Your future—and that of your family —does 
depend on the money you put aside in savings. 

If you can hear that voice speaking clearly, do 
this: 

Start now on the road to automatic saving by 
signing up on your company’s Payroll Savings 
Plan for the purchase of U.S. Savings Bonds. 





There’s no better, no surer way to save money. 
Surer because it’s automatic ... better because it 


pays you back four dollars for every three you 
invest. A) 





Do it now. If you can’t join the Payroll Savings 
Plan, tell your banker to enroll you in the Bond- 
A-Month Plan that enables you to purchase a 
bond a month through your checking account. 


Remember — better save than sorry! 


Automatic saving is sure saving - 
U.S.Savings Bonds 


Contributed by this magazine in co-operation with the Magazine Publishers of America as a public service 
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